DOCUMENTS    DEPARTMENT 


LU 


CD 


GOVERNMENT  INTORM  vftON  CENTER 
SAN  ARy 

SAN  FRANCISCO 
PUBLIC  LIBRARY 

REFERENCE 
BOOK 

Not  /o  be  taken  from  the  Library 


2     *MI. 


Digitized  by  the  Internet  Archive 

in  2012  with  funding  from 

California  State  Library  Califa/LSTA  Grant 


http://archive.org/details/urbanrenewalinsa1960scha 


May,  I960 


URBAN  RENEWAL  IN  SAN  FRANCISCO: 

Projected  Economic  Effects  of 

Public  Policies  in  Four  Study  Areas 


By 
A.  H.  Schaaf 
Berkeley,  California 


Iru,  fl  '-   L</ 


Prepared  for  the  City  of  San 
Francisco,  Department  of  Public 
Works i  3ureau  of  Building  In- 
spection, Division  of  Urban 
Renewal  • 

Initial  inspection  of  properties 
by  the  Department  of  Public  'forks. 

Improvement  costs  based  on  follow- 
up  inspections  and  calculations 
by  Leonard  3.  Mosias,  A. I. A., 
Consulting  Architect 


u^ 


m 


DOCUMEWT9  OBm 

SAN  FRANCISCO 
PUBLIC  LIBRARY 

REFERENCE 
BOOK 

Not  to  be  taken  from  the  Library 


fJUN  2  5  1996 

SAN  FRANCISCO  PUBLIC  LIBRARY 


3  1223  04288  2630 


CONTENTS 


Page 
List  of  Tables iii 


I.  Purpose  of  the  Report 1 

A.  The  Concept  of  Urban  Renewal. 1 

B.  The  Role  of  Public  Policy 1 

C.  The  questions  to  be  Answered 3 

D.  Some  Initial  Scope  Limitations li 

II.  Determination  of  the  Magnitudes  Used  in  the  Analysis 6 

A.  The  Magnitudes  Required 6 

B.  Value  Magnitudes — Income  Properties 8 

C.  Value  Magnitudes — Owner-Occupied,  Single-Family  Properties.  18 

D.  Cost  Magnitudes 23 

E .  Summary  of  the  Key  Magnitudes 30 

III.  Quantitative  Projections  in  the  Four  Study  Areas ••  32 

A.  Entrepreneurship,  Amount  of  Renewal,  and  Owners'  Losses....  32 

B.  Cost  Absorption  Through  Increased  Value  of  Shelter 

Amenities 39 


IV .   Summary  of  Findings hZ 


4    45246  SFPL:  ECONO  JRS 
99S  qppt,   12/22/00     109 


D    REF    711.4097    Schll 

Schaaf,    Albert    H. 

Urban    renewal    in    San 
Francisco    :    projected 
1960  . 


3  1223  04288  2630 
S.F.  PUBLIC  LIBRARY 


LIST  OF  TABLES 


Table  Page 

1  Distributions  of  the  Sample  Income  Properties  in  Areas  E,  H,  J, 

and  M  by  Net  Annual  Property  Income 10 

2  Distribution  of  the  Sample  Income  Properties  in  Areas  E,  H,  J, 

and  M  by  Long-Term  Renewal  Cost  Per  Room 13 

3  Distribution  of  the  Sample  Income  Properties  in  Areas  E,  H,  J, 

and  M  by  Prerenei^al  Value  ( V-i ) 15 

h      Distribution  of  the  Sample  Income  Properties  in  Areas  E,  H,  J, 
and  M  by  Value  Following  Long-Term  Renewal  in  the  First 
Situation  (tf^) • ^ 

5  Distribution  of  the  Sample  Income  Properties  in  Areas  E,  H,  J, 
and  M  by  Value  Following  Long-Term  Rerewal  in  the  Second 

Situation  (v£ '  ) 17 

6  Distribution  of  the  Sample  Owner-Occupied,  Single-Family  Properties 

in  Areas  E,  H,  J ,  and  M  by  the  Annual  Income  of  the  Owner-Occupant. .  19 

?   Distribution  of  the  Sample  Owner-Occupied,  Single-Family  Properties 

in  Areas  E,  H,  J,  and  M  by  Long-Term  Renewal  Cost  Per  Room 20 

8  Distribution  of  the  Sample  Owner-Occupied,  Single-Family  Properties 

in  Areas  E,  K,  J,  and  M  by  Prerenewal  Value  (V-j_ ) 21 

9  Distribution  of  the  Sample  Owner-Occupied,  Single-Family  Properties 
in  Areas  E,  H,  J,  and  M  by  Value,  Following  Long-Term  Renewal  in 

the  First  Situation  (Vg*) 22 

10  Distribution  of  the  Sample  Owner-Occupied,  Single-Family  Properties 
in  Areas  E,  H,  J,  and  M  by  Value,  Following  Long-Term  Renewal  in 

the  Second  Situation  (V^ ) 23 

11  Distribution  of  the  Sample  Income  Properties  in  Areas  E,  H,  J, 

and  M  by  Code  Compliance  Cost  (C1  ) 2U 

12  Distribution  of  the  Sample  Owner-Occupied,  Single-Family  Properties 

in  Areas  E,  H,  J,  and  K  by  Code  Compliance  Cost  (C1  ) 25 

13  Distribution  of  the  Sample  Income  Properties  in  Areas  E,  H,  J, 

and  M  by  Long-Term  Renewal  Cost  (CM) 26 

ill   Distribution  of  the  Sample  Owner-Occupied,  Single-Family  Properties 

in  Areas  E,  H,  J,  and  M  by  Long-Term  Renewal  Cost  (C "  ) 27 


IV 

LIST  OF  TABLES  (Continued) 

Table  Page 

15  Summary  Projections  of  the  Effects  of  Renewal  Policies  on  the 

Sample  Income  Properties  in  Area  S  in  the  First  Situation H5 

16  Distribution  of  the  Sample  Income  Properties  in  Area  E  by  the 
Percentage  Rent  Increases  Required  to  Permit  Least-Costly 

Private  Renewal  Without  Loss  in  the  First  Situation U6 

17  Summary  Projections  of  the  Effects  of  Renewal  Policies  on  the 
Sample  Owner-Occupied,  Single-Family  Properties  in  Area  E 

in  the  First  Situation > hi 

18  Distribution  of  the  Sample  Owner-Occupied,  Single-Family  Properties 
in  Area  E  by  the  Percentage  Increases  in  the  Relevant  Income 
Stream  Required  to  Permit  Least-Costly  Private  Renewal 

Without  Loss  in  the  First  Situation U8 

19  Summary  Projections  of  the  Effects  of  Renewal  Policies  on  the 

Sample  Income  Properties  in  Area  E  in  the  Second  Situation..........  U9 

20  Distribution  of  the  Sample  Income  Properties  in  Area  E  by  the 
Percentage  Rent  Increases  Required  to  Fermit  Long-Term 

Renewal  Without  Loss  in  the  Second  Situation 50 

21  Summary  Projections  of  the  Effects  of  Renewal  Policies  on  tbe 
Sample  Owner-Occupied,  Single-Family  Properties  in  Area  E 

in  the  Second  Situation $1 

22  Distribution  of  the  Sample  Owner-Occupied,  Single-Family  Properties 
in  Area  E  by  the  Percentage  Increase  in  the  Relevant  Income 
Stream  Required  to  Permit  Long-Term  Renewal  Without  Loss 

in  the  Second  Situation 52 

23  Summary  Projections  of  the  Effects  of  Renewal  Policies  on  the 

Sample  Income  Properties  in  Area  H  in  the  First  Situation 53 

2u   Distribution  of  the  Sample  Income  Properties  in  Area  H  by  the 
Percentage  Rent  Increases  Required  to  Permit  Least-Costly 
Private  Renewal  With  out  Loss  in  the  First  Situation 5U 

25  Summary  Projections  of  the  Effects  of  Renewal  Policies  on  the 
Sample  Owner-Occupied,  Single-Family  Properties  in  Area  H 

in  the  First  Situation 55 

26  Distribution  of  the  Sample  Owner-Occupied,  Single-Family  Properties 
in  Area  H  by  the  Percentage  Increases  in  the  Relevant  Income 
Stream  Required  to  Permit  Least-Costly  Private  Renewal 

Without  Loss  in  the  First  Situation 56 

27  Summary  Projections  of  the  Effects  of  Renewal  Policies  on  the 

Sample  Income  Properties  in  Area  H  in  the  Second  Situation 57 


LIST  OF  TABLES  (Continued) 

Table  Page 

28  Distribution  of  the  Sample  Income  Properties  in  Area  H  by  the 
Percentage  Rent  Increases  Required  to  Permit  Long-Term 

Renewal  Without  Loss  in  the  Second  Situation 58 

29  Summary  Projections  of  the  Effects  of  Renewal  Policies  on  the 
Sample  Owner-Occupied,  Single-Family  Properties  in  Area  H 

in  the  Second  Situation $9 

30  Distribution  of  the  Sample  Owner-Occupied,  Single-Family  Properties 
in  Area  H  by  the  Percentage  Increase  in  the  Relevant  Income 
Stream  Required  to  Perm.it  Long-Term  Renewal  Without  Loss 

in  the  Second  Situation 60 

31  Summary  Projections  of  the  Effects  of  Renewal  Policies  on  the 

Sample  Income  Properties  in  Area  J  in  the  First  Situation 61 

32  Distribution  of  the  Sample  Income  Properties  in  Area  J  by  the 
Percentage  Rent  Increases  Required  to  Permit  Least-Costly 

Private  Renewal  Without  Loss  in  the  First  Situation 62 

33  Summary  Projections  of  the  Effects  of  Renewal  Policies  on  the 
Sample  Owner-Occupied,  Single-Family  Properties  in  Area  J 

in  the  First  Situation , 63 

3U   Distribution  of  the  Sample  Owner-Occupied,  Single-Family  Properties 
in  Area  J  by  the  Percentage  Increases  in  the  Relevant  Income 
Stream  Required  to  Permit  Least-Costly  Private  Renewal 
Without  Loss  in  the  First  Situation. .  < 6U 

35  Summary  Projections  of  the  Effects  of  Renewal  Policies  on  the 

Sample  Income  Properties  in  Area  J  in  the  Second  Situation 65 

36  Distribution  of  the  Sample  Income  Properties  in  Area  J  by  the 
Percentage  Rent  Increases  Required  to  Permit  Long-Term 

Renewal  Without  Loss  in  the  Second  Situation 66 

37  Summary  Projections  of  the  Effects  of  Renewal  Policies  on  the 
Sample  Owner-Occupied,  Single-Family  Properties  in  Area  J 

in  the  Second  Situation .,..,.. 67 

38  Distribution  of  the  Sample  Oviner-Occupied,  Single-Family  Properties 
in  Area  J  by  the  Percentage  Increase  in  the  Relevant  Income 
Stream  Required  to  Permit  Long-Term  Renewal  Without  Loss 

in  the  Second  Situation 68 

39  Summary  Projections  of  the  Effects  of  Renewal  Policies  on  the 

Sample  Income  Properties  in  Area  M  in  the  First  Situation 69 

UO   Distribution  of  the  Sample  Income  Properties  in  Area  M  by  the 
Percentage  Rent  Increases  Required  to  Permit  Least-Costly 
Private  Renewal  Without  Loss  in  the  First  Situation.. 70 


vi 

TABLE  0?  CONTENTS  (Continued) 

Table  Page 

Ul   Summary  Projections  of  the  Effects  of  Renewal  Policies  on  the 
Sample  Owner-Occupied,  Single-Family  Properties  in  Area  M 
in  the  First  Situation 71 

h2   Distribution  of  the  Sample  Owner-Occupied,  Single -Family  Properties 
in  Area  M  by  the  Percentage  Inci eases  in  the  Relevant  Income 
Stream  Required  to  Permit  Least-Costly  Private  Renewal 
Without  Loss  in  the  First  Situation 72 

Il3   Summary  Projections  of  the  Effects  of  Rerewal  Policies  on  the 

Sample  Income  Properties  in  Area  M  in  tne  Second  Situation. 73 

UU   Distribution  of  the  Sample  Income  Properties  in  Area  ¥  by  the 
Percentage  Rent  Increases  Required  to  Permit  Long-Term 
Renewal  Without  Loss  in  the  Second  Situation 7U 

U5   Summary  Projections  of  the  Effects  of  Renewal  Policies  on  the 
Sample  Owner-Occupied,  Single-Family  Properties  in  Area  M 
in  the  Second  Situation 75 

1*6   Distribution  of  the  Sample  Owner-Occupied,  Single-Family  Properties 
in  Area  M  by  the  Percentage  Increases  in  the  Relevant  Income 
Stream  Required  to  Permit  Long-Term  Renewal  Without  Loss 
j n  the  Second  Situation. 76 


I.  Purpose  of  the  Report 

A.  The  Concept  of  Urban  Renewal. 

The  present  study  deals  with  certain  economic  aspects  of  the  possible 
structural  renewal  of  a  sample  of  residential  real  properties  located  in  four 
areas  of  the  City  of  San  Francisco.  The  four  areas  are  designated  herein  as 
Areas  E,  H,  J,  and  M.  The  quantitative  material  contained  in  the  report  stems 
from  three  separate  surveys  in  each  area — one  of  the  occupants  of  the  properties 
and  the  characteristics  of  the  dwelling  units  for  the  purpose  of  obtaining  data 
on  incor.es,  rents  and  the  like;  one  of  the  owners  of  the  properties 
for  the  purpose  of  obtaining  data  or  ownership  expenses,  financing,  conditions 
of  purchase,  and  the  like;  and  one  of  the  buildings  on  the  sample  properties  for 
the  purpose  of  estimating  the  costs  required  for  renewal,  through  either  reha- 
bilitation or  replacement,  to  the  levels  designated  by  the  two  renewal  standards 
employed  in  the  study. 

The  renewal  with  which  we  are  concerned  may  be  defined  as  any  change  in  the 
characteristics  of  a  given  residential  structure.  Such  change  may  be  accomplished 
either  through  work  dore  to  the  existing  structure,  i.e.,  rehabilitation,  or 
through  clearance  of  the  existing  structure  and  new  construction,  i.e.,  replace- 
ment. Thus  renewal  is  used  here  as  a  general  term  embracing  both  rehabilitation 
and  replacement. 

B.  The  Role  of  Public  Policy. 

As  a  normal  private  market  operation,  the  renewal  of  residential  structures 
occures  constantly.  Every  time  a  homeowner  modernizes  his  kitchen  or  a  landlord 
paints  his  apartment  house  some  rehabilitation  has  taken  place.  Every  time  an 
existing  house  or  apartment  building  is  torn  down  and  a  new  residential  structure 
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erected  in  its  pl^ce  some  replacement  has  occurred.  Such  actions  are  taken 
voluntarily  by  the  owners  of  the  properties  in  the  belief  that  the  cost  of  the 
Fork  done  will  be  more  than  justified  by  a  resulting  increase  in  the  property's 
value  or —  essentially  the  same  thing — an  increase  in  the  amenities  which  the 
property  provides  its  owner-occupant.  If  such  were  not  the  case,  the  action 
would  not  be  taken, 

The  widespread  existence  of  slums,  blight,  and  neighborhood  decay  in  American 
cities  is  evidence  that  voluntary,  privately-initiated  renex^al  has  not  been — and 
presumably  will  not  be — sufficient  to  eliminate  or  perhaps  even  to  reduce  ap- 
preciably the  number  of  dwelling  units  which  lie  below  generally-accepted  norms 
of  minimum  health  and  safety.  Thus  various  public  policies  have  been  devised  to 
bring  about  renewal  in  situations  where  it  would  not  otherwise  occur.  Altrough 
unexploited  opportunities  undoubtedly  exist,  our  traditional  belief  in  the  moti- 
vating power  of  the  profit  incentive  leads  us  to  presume  as  a  general  rule  that 
privately-initiated  renewal  will  be  forthcoming  whenever  profitable  circumstances 
are  present  and  that  if  public  policies  are  required  such  circumstances  are  not 
present. 

Two  general  approaches  have  been  employed  in  these  policies.  The  first  is 
that  embodied  in  the  Housing  Act  of  19h9   in  which  an  agency  of  the  local  govern- 
ment, using  emminent  domain  powers  and  subsidized  by  direct  federal  grants,  ac- 
quires all  of  the  property  in  a  given  area,  clears  the  existing  structures,  and 
resells  the  land  to  private  developers  at  whatever  price  is  necessary  to  insure 
that  the  profitability  requirement  of  the  private  investment  decision  is  met.  In 
this  approach  direct  public  initiative  is  relied  upon  at  the  outset  and  direct 
subsidies  in  the  form  of  write-downs  in  land,  values  are  used  to  stimulate  the 
private  initiative  which  enters  the  picture  in  the  later  stages  of  the  develop- 
ment. The  need  for  and  use  of  such  subsidies  is,  of  course,  simply  the 


manifestation  of  the  fact  noted  above  that  those  situations  in  which  public  in- 
tervention is  necessary  are  those  vihere  private  market  action  would  not  otherwise 
be  forthcoming  due  to  the  absence  of  profitability. 

The  second  approach  to  the  implementation  of  urban  renewal  through  public 
policy  is  that  embodied  in  the  Housing  Act  of  195U.  In  this  legislation,  certain 
areas  may  be  designated  as  Urban  Renewal  Areas  by  a  local  government  acting  with 
the  advice  and  consent  of  the  federal  government.  Two  main  types  of  federal 
assistance  may  then  be  available.  One  consists  of  absorption  of  two-thirds  of 
the  costs  incurred  by  the  local  government  for  public  improvement  of  the  area — 
landscaping,  increased  recreational,  educational,  and  other  community  services, 
dead-end  streets  and  other  buffers  to  eliminate  through  traffic,  and  the  like. 
The  other  is  represented  by  the  insurance  of  mortgages  secured  by  either  reha- 
bilitated or  newly-constructed  properties  in  the  area  by  the  Federal  Housing 
Administration  (FHA.)  as  authorized  by  Section  220  of  the  National  Housing  Act. 
These  Wo  forms  of  public  assistance — area  improvements  and  liberal  financing-— 
are  relied  upon  together  with  code  enforcement  as  stimulants  of  renewal  in  the 
second  approach.  The  owners  of  the  properties  in  the  area  are  to  supply  the 
initiative  and  supervise  the  renewal  of  their  properties  from  the  start.  The 
public  intervention  which  again  is  considered  to  be  the  indispensible  stimulant 
for  any  action  takes  the  forms  of  coercion  through  code  enforcement  and  assist- 
ance through  liberal  financing  and  area  improvements. 

C.  The  Questions  to  be  Answered. 

The  present  study  is  concerned  solely  with  the  second  of  the  two  approaches 
outlined  above.  The  presentation  of  the  quantitative  material  with  regard  to 
each  of  the  four  study  areas  will  refer  to  two  hypothetical  situations  each  based 
upon  the  presence  of  certain  of  the  implementing  public  policies  of  the  Urban 


Renewal  Program  specified  above.  In  the  first  situation,  renewal  takes  place 
under  the  impetus  of  code  enforcement  only.  In  the  second  situation,  the  full 
range  of  implementing  policies  is  present,  including  code  enforcement,  area  im- 
provements, and  Section  220  mortgage  financing.  In  each  situation  the  analysis 
is  directed  towards  answering  the  following  six  questions: 

1.  To  what  extent  will  the  private  entrepreneurship  of  rene^^ral  be  forth- 
coming following  the  use  of  the  implementing  policies  of  the  Urban  Re- 
newal Program? 

2.  To  what  standard  or  level  will  the  properties  be  renewed? 

3.  What  will  be  the  relative  roles  of  rehabilitation  and  replacement  as 
the  two  methods  through  which  renewal  is  carried  out? 

U.  What  will  be  the  initial  losses  faced  by  the  current  property  owners  as 
a  result  of  code  enforcement? 

5.  How  may  these  losses  be  affected  by  the  public  assistance  features  of 
the  Urban  Renewal  Program? 

6.  What  increases  in  the  value  placed  upon  the  shelter  amenities  offered 
by  the  properties  following  their  renewal  would  be  necessary  in  order 
to  eliminate  all  of  the  current  owners'  losses? 

D.  Some  Initial  Scope  Limitations. 

It  should  be  noted  that  the  liir.itation  of  the  study  to  residential  renewal 
as  stimulated  by  the  second  of  the  two  public-policy  approaches  discussed  above 
has  certain  implications  for  the  analysis.  In  the  first  place,  we  are  interested 
only  in  residential  renewal.  Thus  we  will  assume  for  the  purposes  of  the  analy- 
sis that  the  study  properties  have  no  nonresidential  value.  This  assumption  is 
operationably  convient  and,  undoubted  exceptions  aside,  is  probably  quite  valid 
generally  since  all  four  of  the  areas  are  predominantly  residential  in  character 


and  give  every  evidence  of  remaining  so.  Indeed,  they  would  hardly  be  selected 
for  public  residential  renewal  stimulation  if  such  were  not  the  case.  All  of  the 
sample  properties  were  exclusively  in  residential  use  at  the  time  of  their  se- 
lection and  study. 

In  the  second  place,  the  limitation  of  the  analysis  to  the  effects  of  the 
second  public  policy  approach  implies  that  there  is  no  substantially  higher  in- 
come market  which  could  be  attracted  to  the  area  through  complete  clearance  and 
replanning.  Also  it  implies  that  existing  densities  in  each  of  the  areas  and 
the  areas'  basic  land  use  patterns,  street  lay-outs,  structural  types  and  loca- 
tions, and  the  like  are  at  least  acceptable  and  probably  the  best  that  can  be 
expected  from  the  standpoint  of  both  private  market  and  city  planning  considera- 
tions. Through- going  changes  in  the  physical  environment  and  intensity  of  land 
use  in  an  a^ea  require  wholesale  clearance  and  this  in  turn  requires  the  initial 
public  acquisition  of  all  properties  as  is  done  in  the  first  public  policy  ap- 
proach. In  the  second  approach,  public  policies  simply  affect  the  private  market 
decision,,  and  do  it  on  a  property-by-property  basis,  leaving  the  final  decision 
up  to  the  current  property  owners.  Our  interest  is  in  the  study  properties  as 
viewed  in  the  resulting  context  of  limited  possibilities  for  changes  in  density 
of  occupancy  or  physical  environment  and,  again  as  an  operationally  useful  and 
generally  valid  procedure,  we  shall  confine  the  analysis  to  the  properties  as 
they  now  stand  in  terms  of  the  number  of  rooms  and  dwelling  units  which  they 
contain.  It  is  well  to  note  that  many  difficult  and  important  problems  are  in- 
volved in  a  determination  of  which  of  the  two  public  policy  approaches  to  use  in 
a  given  area.  These  problems,  however,  are  not  within  the  scope  of  the  present 
undertaking. 


II.  Determination  of  the  Magnitudes  Used  in  the  Analysis 

A.  The  Magnitudes  Required. 

The  determination  of  the  economic  feasibility  of  structural  renewal  as  a 
private  investment  decision  is  analytically  quite  simple.  In  the  absence  of  any 
implementing  policies,  renewal  will  only  be  forthcoming  if  there  are  profits  to 
be  made  and  prof its  can  only  be  made  if  the  value  of  the  property  following  re- 
newal exceeds  the  value  of  the  property  prior  to  renewal  plus  the  cost  incurred 
in  the  renewal  work.  If  we  let  the  symbol  C  st?nd  for  renewal  cost,  tne  symbol 
V^  stand  for  the  prerenewal  value  of  the  property,  and  the  symbol  V?  stand  for 
the  postrenewal  value  of  the  property,  the  requirement  for  private  entrepreneur- 
ship  of  renewal  may  be  expressed  as  Vp  >  (Vn+C),  i.e.,  Vp  is  greater  than  the  sum 
of  V1  and  C. 

Our  main  interest  here  is  in  renewal  in  situations  in  which  Vp  <  (V-^+C ), 
i.e.,  renewal  in  those  situations  where  initial  profitability  opportunities  are 
not  believed  to  exist  and  herce  public  implementation  is  necessary.  It  follows 
that  the  implementing  public  policies  affect  one  or  more  of  the  three  basic 
magnitudes  (V\,  V2,  and  C)  in  such  a  way  or  ways  as  to  make  V0  >  (V^+C)t  If 
public  policy  cannot  do  this,  then  private  entrepreneurship  of  renewal  will  not 
be  forthcoming. 

Thus  in  order  to  answer  the  six  questions  posed  earlier,  we  must  first  de- 
termine the  magnitudes  of  V]_,  V2,  and  C  which  refer  to  and  reflect  the  various 
implementing  public  policies.  There  are  two  types  of  such  policies — coercion 
and  assistance.  Similarly,  there  are  two  renewal  standards  in  question— the 
standard  which  can  be  required  for  compliance  to  the  Housing  Code  of  the  City  of 
San  Francisco  and  the  standard  which  can  be  required  for  certification  of  a 
property  as  eligible  to  serve  as  security  for  a  mortgage  loan  insured  by  the 


FHA  under  Section  2?0  of  the  National  Housing  let.  We  shall  henceforth  refer  to 
these  two  standards  as,  respectively,  the  code  compliance  standard  and  the  long- 
term  renewal  standard.  A.  brief  description  of  each  follows. 

The  code  compliance  standard  used  in  this  study  is  based  upon  the  assumption 
that  only  the  more  flagrant  and  immediate  dangers  to  health  and  safety  can  be 
eliminated  by  code  enforcement  withoug  an  undue  expenditure  of  time,  effort,  and 
money  for  enforcement.  In  essence,  the  standard  requires  the  provision  of  private 
bath,  toilet,  and  food  preparation  facilities  for  each  dwelling  unit  plus  the 
remedying  of  any  immimently  dangerous  conditions  for  which  the  code  reference  is 
unambiguous  and  clearly  enforceable.  It  is  assumed  that  the  work  done  would 
represent  the  absolute  minimum  needed. 

The  long-term  renewal  standard  has  two  important  components.  First,  the 
dwelling  units  presently  contained  in  the  property  are  to  conform  in  a  throughly 
satisfactory  manner  with  all  stipulations  of  the  3an  "rancisco  Housing  Code. 
Secondly,  each  building's  plumbing,  heating,  and  wiring  systems  and  the  surfaces 
and  structural  members  of  its  foundations,  floors,  exterior  and  interior  walls, 
roof,  and  other  shell  elements  are  to  be  in  such  condition  as  is  required  for 
the  provision  of  standard  housing  for  at  least  35  rrore  years.  The  end  result  is 
designed  to  approximate  the  type,  quality,  and  longevity  of  minimum-standard  new 
construction  and  will  thus  be  tnorough  and  permanent  enough  to  justify  public 
area  improvements  and  the  provision  of  long-term  financing.  Efforts  were  made 
to  design  the  specifications  of  the  long-term  renewal  standard  to  fit  those  which 
might  be  established  by  the  FHA.  in  the  case  of  the  given  areas. 

As  noted  earlier,  we  shall  analyze  renewal  in  each  of  the  four  areas  in  two 
situations — one  postulating  only  the  use  of  code  enforcement  and  t'-'e  otner  postu- 
lating the  presence  of  liberal  financing  and  area  improvements  as  well  as  the  use 
of  code  enforcement.  Specifically,  then,  we  need  to  determine  the  following 
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magnitudes: 

1.  V,  =  the  prerenewal  value  of  the  property. 

2.  V   =  the  value  of  the  property  if  renewed  to  the  code  compliance 

standard  in  the  first  situation. 

3.  V"2  =  the  value  of  the  property  if  renewed  to  the  long-term  renewal 

standard  in  the  first  situation. 
h»     ^2o  ~   ^e  va^ue  °f  ^he   property  if  renewed  to  the  code  compliance 

standard  in  the  second  situation. 

i  i 

i>.  V"2  =  the  value  of  the  property  if  renewed  to  the  long-term  renewal 

standard  in  the  second  situation. 

6.  C  =  the  expenditures  that  are  required  to  make  the  structure  (s)  on 

the  property  and  the  dwelling  unit  (s)  therein  conform  to  tne 
code  compliance  standard. 

7.  C   =  the  expenditures  that  are  required  to  make  the  structure  (s)  on 

the  property  and  the  dwelling  unit  (s)  therein  conform  to  the 
long-term  renewal  standard. 

B.  Value  Magnitudes—Income  Properties. 

The  quantitative  analysis  of  the  properties  in  the  four  study  areas  will 
consider  income  properties  and  owner-occupied,  single-family  properties  separately. 
The  category  income  properties  as  used  here  includes  all  tenant-occupied,  single- 
family  properties  and  all  multi-family  properties.  If  the  oxmer  occupies  one 
of  the  dwelling  units  in  the  latter,  the  property's  income  should  include  for 
the  purposes  of  our  analysis  the  imputed  rent  of  this  unit.  The  amount  which 
the  property  would  earn  in  full  tenant  occupancy  is  the  relevant  income  magnitude 
of  the  property  when  considered  as  an  investment. 

In  the  present  study  we  employ  a  rather  "operational"  concept  of  property 
value.  We  are  interested  in  determining  the  amount  of  money  (V)  which  the  owner 


can  raise  on  the  property  or  would  be  able  to  raise  if  he  were  buying  it  or  if 
someone  else  were  buying  it.  In  the  latter  two  contexts  we  are  in  effect  dealing 
frith  market  value  but,  as  we  shall  see,  it  is  important  to  think  of  the  magnitude 
V  ih  the  sense  of  its  being  a  measure  of  the  owner's  ability  to  raise  money  so 
that,  in  so  far  as  possible,  he  can  renew  the  property,  pay  off  existing  mortgage 
debts,  and  recoup  his  own  prerenewal  equity.  If  he  can  do  all  three  of  these 
he  suffers  no  losses.  It  may  be  noted  that  although  the  main  element  of  private 
entrepreneurship  of  renewal  is  expected  to  come  from  the  current  owners,  they 
are,  for  purposes  of  our  analysis,  affected  by  the  same  variables  and  in  the 
same  manner  as  any  other  investor.  The  losses  which  the  current  owner  may  suffer 
as  a  result  of  the  use  of  the  implementing  public  renewal  policies  are  the  same 
regardless  of  whether  he  sells  the  property  or  renews  it  himself. 

Two  elements  determine  in  each  case  what  the  cash  amount  of  V  may  be.  The 
first  is  what  ue  will  call  the  relevant  income  stream.  In  the  case  of  income 
properties,  the  relevant  income  stream  is  the  total  rental  income  of  the  property 
in  iull  tenant  occupancy,  with  rents  imputed  from  knowledge  of  comparable  units 
to  any  units  which  are  vacant  or  owner-occupied,  less  maintenance  and  operating 
expenses,  taxes,  insurance,  vacancy  allowances,  and  the  costs  of  any  utilities 
furnished  by  the  owner.  It  thus  represents  the  "free  and  clear"  cash  throw-off 
of  the  property.  The  income  properties  in  the  four  study  areas  are  distributed 
in  Table  1  by  their  relevant  income  streams  as  just  defined.  These  are  the 
relevant  income  streams  which  stem  from  the  current  level  of  rents.  It  is  im- 
portant to  note  in  this  connection  that  all  of  the  value  magnitudes  used  initially 
will  be  based  upon  the  current  relevant  income  streams.  The  possibility  of 
changes  in  rents  as  a  result  of  renewal  will  be  introduced  after  the  initial 
analysis  has  been  made. 
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Table  1 

Distributions  of  the  Sample  Income  Propprti.es  in  Areas 
E,  H,  J,  and  M  by  Net  Annual  Property  Income 


Income  Properties  in 

Areas  E, 

H,  J,  and  M 

Net 

Are 

a  E 

Area  H 

Are 

a  J 

Area  M 

Cumula- 

Cumula- 

Cumula- 

Cumula- 

Annual 

Number 

tive 

Number 

tive 

Number 

tive 

Number 

tive 

Property 

of 

Percent 

of 

Percent 

of 

Percent 

of 

Percent 

Income 

Proper- 

of 

Proper- 

of 

Proper- 

of 

Proper- 

of 

ties 

Total 

ties 

Total 

ties 

Total 

ties 
0 

Total 

Under  $  500 

0 

0 

0 

0 

0 

0 

0 

t  500-  999 

U 

66.7 

h 

9.8 

5 

7-1 

lh 

U3.8 

1, 000-1, U9? 

2 

100.0 

1U 

U3.9 

20 

35.7 

15 

90.6 

1,500-1,999 

11 

70.7 

15 

57.1 

3 

100.0 

2,000-2,199 

6 

85.  U 

12 

7U.3 

2,500-2,999 

3 

92.7 

9 

87.1 

3,000-3,999 

2 

97.6 

5 

9iu3 

U  000-U; 999 

0 

97.6 

1 

95.7 

5,000-9,999 

1 

100.0 

1 

97.1 

Over  9,999 



2 

100.0 

Total 

6 

m 

70 

32 

Given  the  relevant  income  stream,  the  second  element  which  determines  V  is 
the  rate  of  return  which  is  required  on  the  funds  which  are  invested  in  the 
asset  which  generates  the  relevant  income  stream.  The  total  amount  (V)  that 
will  be  invested  in  the  asset  may  represent  either  equity  investment  by  the  in- 
vestor or  mortgage  money  which  he  borrows,  or  both.  Thus  the  amount  which  he 
will  invest  to  obtain  the  asset  and  its  income  stream  is  determined  by  the 
periodic  amount  required  for  the  repayment  of  the  initial  equity  and  the  periodic 
enount  required  for  the  interest  and  principal  amortization  payments  on  the 
mortgagee  These  two  amounts  are  in  turn  determined  by  the  equity  payout  period 
and  the  maturity  term  and  interest  rate  called  for  on  the  mortgage.  Payout 
periods  and  mortgage  terms  are  in  effect  required  rates  of  return  and  determine 
the  total  amount  (V )  which  a  yiven  income  stream  will  warrent  as  an  investment. 
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We  shall  assume  in  all  cases  that  the  current  or  potential  new  owner  of  the 
property  can  make  an  initial  equity  investment  equal  to  10  percent  of  V.  As  the 
discussion  of  financing  below  will  indicate,  the  assumption  of  a  uniform  down- 
payment  makes  all  of  the  investment  situations  comparable  and  should  be  safe  from 
the  standpoint  of  not  requiring  an  initial  equity  investment  which  some  owners 
could  not  meet.  A  five  year  payout  period  will  be  assumed,  a~ain  as  a  reasonably 
safe  and  realistic  requirement  for  real  property  investment  of  the  type  contem- 
plated here.  It  might  be  argued  that,  in  the  second  situation,  public  environ- 
mental improvements  and  public  actions  designed  to  insure  renewal  of  all  proper- 
ties in  the  area  might  induce  investors  to  accept  a  longer  payout  period.  How- 
ever, the  effects  of  these  forms  of  public  assistance  are  considered  simultaneous- 
ly with  liberal  financing  availability  and  it  is  safest  to  postul?te  uncharged 
payout  periods  in  view  of  the  greater  debt  obligations  that  we  assume  the  owners 
are  willing  to  undertake. 

The  combination  of  a  10  percent  initial  equity  investment  and  a  five  year 
payout  period  means  that  the  annua]  amount  required  for  return  on  equity  is  two 
percent  of  V.  i^e.,  20  percent  of  10  percent  of  V.  The  other  element  in  the 
total  required  rate  of  return  depends  upon  mortgage  credit  terms  and,  with  the 
small  equity  investments  postulated  here,  such  terms  are  the  chief  determinant 
of  the  rate.  This  has  at  least  two  advantages.  First,  it  places  considerable 
emphasis  upon  mortgage  lenders'  opinions  of  property  values  and,  on  a  brief  and 
area-wide  basis,  more  information  is  readily  available  regarding  mortgage  terms 
than  any  other  general  indicators  of  the  investment  values  of  the  properties. 
Cecondly,  it  permits  at  least  an  estimate  of  the  effects  on  investment  decisions 
vrtiich  liberal  financing  terms  might  have. 

Two  sets  of  mortgage  credit  terms  are  involved.  The  first  are  those  pres- 
ently available.  Information  collected  during  the  area  surveys  concerning 
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mortgage  amounts  and  payments  and  types  of  mortgagees  indicate  that  terms  are 
quite  similar  in  the  four  areas  and  that  if  one  wanted  to  obtain  funds  equal  to 
90  percent  of  value  he  would  have  to  utilize  both  first  and  junior  mortgage 
pioney  and  could  expect  to  make  annual  interest  and  principal  payments  equal  to 
about  12  percent  of  the  total  amount  borrowed.  With  the  amount  borrowed  equal 
to  90  percent  of  V,  the  total  amount  required  for  return  on  tne  mortgage  invest- 
ment in  V  is  30.8  percent  of  V,  i.e.,  12  percent  of  90  percent  of  V.  Adding  this 
amount  to  the  two  percent  required  for  the  return  on  equity,  we  arrive  at  a  re- 
quired total  annual  rate  of  return  of  12.8  percent  of  V.  This  means  that  each 
dollar  of  annual  income  will  warrant  approximately  ei^ht  dollars  of  investment.. 
5  'e  thus  have  a  net  income  multiplier  of  eight  as  a  roue!)  estimate  of  the  number 
cf  times  that  a  given  relevant  income  stream  must  be  multiplied  in  order  to  ob- 
tain its  investment  value  under  current  mortgage  credit  terms  and  the  equity 
amount,?  and  payout  periods  which  we  have  postulated. 

It  is  logical  to  expect,  hoxjever,  that  there  might  be  some  variation  in  the 
net  income  multipliers  due  to  differences  in  structural  condition  and  thus  re- 
maining economic  life,  The  best  available  measure  here  of  the  latter  is  the 
estimated  cost  per  room  required  to  bring  the  structure  (s)  which  a  given  property 
contains  up  to  the  long-term  renewal  standard  specified  in  the  pressnt  study. 
The  sample  income  properties  in  the  four  areas  are  distributed  in  Table  2  by 
such  long-term  renewal  costs  per  room  as  estimated  during  the  area  surveys.  For 
all  propsrties  with  costs  per  rcom  under  "lOO,  a  net  income  multiplier  of  nine 
will  be  used;  for  those  with  costs  per  room  ranging  from  ^100  to  ^399,  the  average 
li.ultiplier  of  eight  which  we  derived  above  will  be  usedj  and  for  the  remainder, 
a  multiplier  of  seven  will  be  used. 
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Table  2 

Distribution  of  the  Sample  Income  Properties  in  Areas  E, 
H,  J,  anci  M  by  Long-Term  Renewal  Cost  Per  Room 


Long-Term 

Renewal 

Cost 

Per 

Room 


Number 

of 
Proper- 
ties 


Area  F 

Cumula- 
tive 
Percent 
of 
Total 


Income  Properties  in  Area  L,  11,   J,  and  M 


Area  H 


Area  J 


Number 

of 
Proper- 
ties 


Cumula- 
tive 
Percent 
of 

Total 


Number 

of 
Proper- 
ties 


Cumula- 
tive 

Percent 

of 

Total 


Number 

of 
Proper- 
ties 


Area  M  

Cumula- 
tive 
Fercent 
of 
Total 


Under 
$   100. 

200. 

300. 

liCO- 

?G0. 
1,000- 

i,5oo. 

Over 


$  100 

-  199 

-  299 

-  399 

-  h99 

-  999 
1.U99 

-1,999 
1,999 

Total 


0 
16.7 
33.3 

5o.o 

66.7 

100.0 


17 

5 
6 
h 
1 
7 
1 


111 


hi. 5 
53.7 
68,3 
78.0 
80.5 
97.6 
1C0.0 


1U 
13 
15 

10 

l 

10 

u 

2 
1 

70 


20.0 
38.6 
60.0 
7U.3 
75.7 
90.0 
95.7 
98.6 
100.0 
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18.8 
31.3 
iiO.6 
53.1 
59.  h 
87.5 
93.3 
96.9 
100.0 


Twenty-five  year  first  mortgage  loans  of  90  percent  of  the  investment  fully 
amortized  at  6.25  percent  gross  interest  rate  (5.75  percent  plus  the  .50  percent 
mutual  mortgage  insurance  fund  premium)  will  be  taken  as  an  approximation  of 
those  that  might  be  available  if  insured  by  the  FH.A  under  the  Section  220  pro- 
gram. Such  loans  require  for  lrvel  payment  amortization  annual  interest  and 
principal  payments  equal  to  seven  percent  of  the  investment.  With  the  additional 
two  percent  required  annually  for  equity  repayment,  the  total  annual  required 
rate  of  return  is  nine  percent  and  the  resulting  net  income  multiplier  is  eleven. 
Thus  the  value  magnitudes  of  the  income  properties  associated  \xith  the  availa- 
bility of  Section  220  financing  will  be  estimated  as  11  times  the  net  income  of 
the  property. 

It  may  be  noted  that  the  exact  determination  by  the  FHA  of  required  stand- 
ards for  Section  220  insurance  are  made  for  any  area  separately  and  it  is  simply 
assumed  that  the  long-term  renewal  standard  employed  in  the  present  study  and 
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the  amount  of  public  environmental  improvements  would  be  sufficient  to  warrant 
certification  of  each  cf  the  four  study  areas  as  official  Urban  Renewal  Areas 
and  make  the  properties  eligible  for  Section  220  financing.  It  is  quite  possible, 
of  course,  that  private  lenders  might  be  unwilling;  to  originate  such  loans  for 
permanent  retention  in  tneir  portfolios  despite  the  insurance  feature.  In  this 
case,  additional  public  action  would  be  needed,  most  probably  purchase  of  the 
mortgages  by  the  Federal  National  Mortgage  Association.   fe  are  onlv  interested 
here,  however,  in  estimating  the  quantitative  effects  which  a  given  set  of  loan 
terms  would  have  on  the  private  market  calculus  of  renewal  under  the  assumption 
that  the  loans  would  actually  be  available  to  property  owners  in  the  area. 

For  the  purpose  of  estimating  the  prerenewal  value  of  the  property  (V-^), 
the  relevant  income  multiplier  is  that  derived  from  current  financing  conditions, 
the  relevant  income  stream  is  that  derived  from  current  rents,  and  the  property 
is  in  the  structural  condition  indicated  by  the  costs  per  room  required  to  bring 
it  up  to  the  long-term  renewal  standard.  Thus  V-j_  is  estimated  in  each  case  as 
the  product  of  the  property's  net  annual  income  and  a  net  income  multiplier  of 
either  seven,  eight,  cr  nine  depending  upon  its  long-term  structural  renewal  cost 
per  room.  The  sample  income  properties  in  the  four  study  areas  are  distributed 
in  Table  3  by  the  value  of  V..  so  computed. 

The  postrenewal  valve  of  the  property  (Vp)  may  take  several  forms  depending 
upon  the  standard  to  which  the  property  is  renewed  and  the  presence  or  absence 
of  Section  220  financing.  The  latter  would  not  be  available  if  the  property 
were  only  brought  up  to  code  and  code  compliance  of  the  limited  type  envisioned 
here  would  probably  have  little  effect  on  the  type  of  conventional  mortgage 
terms  availaole.  Thus  as  long  as  the  property  value  is  based  upon  the  current 
relevant  income  stream,  as  it  is  initially  in  all  cases,  the  value  of  the  proper- 
ty if  renewed  only  to  the  code  compliance  standard  will  be  taken  here  as  equal 
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Table  3 

Distribution  of  the  Sample  Income  Properties  in  Areas 
E,  H,  J,  and  M  by  Prerenewal  Value  (V-j_) 


"■' 

Income  Pronerties  in 

Areas  E, 

H,  J,  and  M 

Arpa  F, 

Are 

a   H 

Are; 

a  J 

Area  M 

Cumula- 

Cumula- 

Cumula- 

Cumula- 

Prerenewal 

Number 

tive 

Number 

tive 

Number 

tive 

Number 

tive 

Value  (V-y) 

of 

Percent 

of 

Percert 

of 

Percent 

of 

Fercent 

Proper- 

of 

Proper- 

of 

Proper- 

of 

Proper- 

of 

ties 

Total 

ties 

Total 

ties 

Total 

ties 

Total 

Under  $5,000 

0 

0 

0 

0 

0 

0 

2 

6.3 

$5,000-  7,U99 

3 

50.0 

h 

9.8 

5 

7.1 

12 

U3.8 

7,50u-  9,999 

3 

100.0 

9 

31.7 

11 

22.9 

9 

71.9 

10,COO-12,U99 

6 

U6.3 

12 

Uo.o 

6 

90.6 

12.500-lli,999 

8 

65.9 

12 

57.1 

3 

100.0 

15,000-17,1199 

h 

75.6 

8 

68.6 

17,500-19,999 

h 

85.1 

9 

8l.h 

20,000-2u,999 

2 

90.2 

8 

92.9 

25,OOu-29,999 

3 

97.6 

0 

92.9 

30.000-31.1,999 

0 

97.6 

1 

91.3 

35,000-39,999 

0 

97.6 

1 

95.7 

liO-0OO-UU,9?9 

0 

97.6 

1 

97.1 

L5,000-U9,999 

0 

97.6 

0 

97.1 

50,000-99,999 

1 

100.0 

0 

97.1 

Over   99,999 





_2_ 

100.0 



Total 

6 

hi 

70 

32 

to  V,,  i.e.,  ^2-1   =  ^2o  ~   ^1*   ^  ^rie   ProPerty  i-s  renewed  to  the  long-term  re- 
newal standard  it  is  eligible  for  the  most  liberal  possible  mortga.-e  financing 
terns  and  thus  would  have  a  net  income  multiplier  of  nine  with  conventional 
loans  and  eleven  with  insured  loans.  In  the  first  situation,  only  conventional 
mortgage  loans  are  available.  Thus  the  value  of  any  property  renewed  to  meet 
the  long-term  rsnewal  standard  in  the  first  situation  (V2  )  is  computed  here  as 
equal  to  nine  times  the  relevant  income  stream.  In  the  second  situation,  with 
Section  220  loans  assumed  to  be  available,  the  corresponding  value  (Vp  )  is  11 
times  the  relevant  income  stream.  In  Tables  h   and  5  the  sample  income  properties 
in  the  four  study  areas  are  distributed  by  the  values  of  V2.  and  V2  ,  respective- 
ly, when  computed  on  the  basis  of  the  current  relevant  income  streams. 
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Table  h 

Distribution  oi'  the  Sample  Income  Properties  in  Areas 

E,  H,  J,  and  K  by  Value  Following  Long-Term 

Renewal  in  the1 First  Situation  (vA  ) 


value 

In 

come  Prop 

erties  in 

Areas  E, 

H,  J,  an 
a  J 

d  M 

Fo] lowing 

Area  E 

Are 

a  H 

Are 

"Area  M 

Long-Term 

Cumula- 

emula- 

Cumula- 

Cumula- 

Renewal 

Number 

tive 

Number 

tive 

Number 

tive 

Number 

tive 

In  First 

of 

Percent 

of 

Percent 

of 

Fercent 

of 

Fercent 

Situation 

Proper- 

of 

Proper- 

of 

Proper- 

of 

Proper- 

01 

.  (Yii) 

ties 

Total 

ties 

Total 

ties 

Total 

ties 

Total 

Under  $5,000 

0 

0 

17 

111. 6 

0 

0 

0 

0 

$5,000-  1,199 

2 

33.3 

1 

1*3.9 

it 

5.7 

8 

25.0 

7,500-  9,999 

2 

66.7 

3 

51.2 

7 

15.7 

10 

^.2 

10, 000-12, U99 

2 

100.0 

6 

65.9 

11 

31.  h 

7 

78.1 

12^00-1)^,999 

h 

75.6 

8 

1*2.9 

h 

9C.6 

15, 00^-17 ,U99 

1 

73.0 

10 

57.1 

3 

100.0 

17,500-19,999 

3 

85.U 

8 

68.6 

20,000-2^,999 

3 

92,7 

10 

82.9 

25,00u-29,999 

1 

95  =  1 

7 

92.9 

30.C00-3U,999 

1 

97.6 

1 

9U.3 

35.000-39,9^9 

0 

97.6 

1 

95.7 

li0,000-hh,999 

0 

97.6 

0 

95.7 

L5, 000-^9,999 

0 

97.6 

1 

97.1 

50,000-99,999 

1 

100.0 

0 

97.1 

Cver   99,999 





_2_ 

100.0 

Total 

6 

111 

70 

32 
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'fable  5 

Distribution  of  th<=  Sample  Income  Properties  in  Areas 

E,  ri,  J,  and  M  by  Value  Following  Long-Term 

Renewal  in  the  Second  Situation  (V2I) 


Value 

In 

come  Properties  in 

Areas  Ej 

H,  J,  and  M 

Following 

Area  E 

Area  H 

Are 

a  J 

Area  M 

Long-Term 

Cumula- 

Cumula- 

Cumula- 

Cumula- 

Renewal 

Number 

tive 

Number 

tive 

Number 

tive 

Number 

tive 

In  Second 

of 

Percent 

of 

Percent 

of 

Percent 

of 

Percent 

Situation 

Proper- 

of 

Proper- 

of 

Proper- 

of 

Proper- 

of 

(?*J) 

ties 

Total 

ties 

Total 

ties 

Total 

ties 

Total 

Under  $5,000 

0 

0 

0 

0 

0 

0 

0 

0 

$5,000-  v,U99 

0 

0 

1 

2„1» 

1 

1.U 

1 

3.1 

7,500-  9,999 

3 

50.0 

1 

U.9 

3 

5.7 

10 

3l.h 

10, 000-12, U99 

1 

00.7 

8 

2k.h 

7 

15.7 

7 

56.3 

12, 500-1!.,  999 

0 

100.0 

5 

36.6 

8 

27.1 

6 

75.0 

15,000-17, h99 

10 

61.0 

9 

Uo.o 

h 

37.5 

17,500-19,999 

2 

66.9 

7 

50.0 

2 

93.8 

20,000-2U,999 

6 

80.5 

13 

68.6 

1 

96.9 

25.000-29,999 

2 

85.1-' 

9 

81.  h 

1 

10C.0 

30,000-3h,999 

3 

92.7 

7 

91.1: 

35,000-39,999 

2 

97.6 

2 

9U.3 

bo,  000-141,999 

0 

97.6 

1 

95.7 

15,000-^9,999 

0 

97.6 

0 

95.7 

50,000-99,999 

1 

100.0 

1 

97.1 

C/er   99,9^9 





2 

100.0 

Total 

6 

Ul 

70 

32 
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C.  Value  Magnitudes — Owner-Ocupied,  Single-Family  Properties. 

From  the  standpoint  of  the  valuation  techniques  employed  here,  the  main 
difference  between  income  properties  and  owner-occupied,  single-family  oroper- 
ties  is  that  in  the  latter  case  the  rental  income  stream  uoon  which  the  income 
property  values  are  based  is  absent.  In  its  place  as  the  "relevant  income 
stream"  is  the  amount  of  money  which  the  home  purchaser  can  spend  on  shelter  and 
thus  on  the  purchase  of  his  house.  Conceptually,  however,  both  income  streams 
represent  the  same  thing — the  cash  flow  which  can  be  used  to  purchase  the  asset. 

The  relevant  income  stream  in  the  case  of  the  owner-occupied,  sin  tie -family 
properties  is  based  upon  the  amount  which  the  purchaser  is  willing  and  able  to 
pay  for  shelter.  Specifically,  however,  it  is  quantitatively  determined  here  as 
the  percentage  of  the  purchaser's  income  which  he  can  spend  for  mortgage  interest 
and  principal  payments,  a   periodic  return  of  equity  (the  payout)  is  not  ordi- 
narily considered  to  be  a  factor  in  the  purchase  decisions  of  home  buyers. 
Rather j  income  multipliers  are  determined  in  this  case  on  the  bas_s  of  mortgage 
loan  terms  in  the  same  manner  as  described  above  in  the  case  of  income  properties 
and  thn  product  of  the  multiplier  and  the  relevant  income  stream  is  the  amount 
which  the  purchaser  can  borrow.  The  downpayment  which  the  purchaser  can  make  is 
then  added  to  this  amount  in  a  lump  sum. 

The  relevant  income  stream  in  the  case  of  each  of  the  sample  owner-occupied, 
sinvle-fanily  properties  is  taken  here  as  60  percent  of  an  amount  equal  to  one- 
third  of  the  firet  '3,000  of  his  annual  income  plus  one-fifth  of  all  annual  in- 
come in  excess  of  ,}3,000.  It  is  designed  to  approximate  the  percentage  of  the 
purchaser's  income  which  he  might  spend  and  which,  in  the  second  situation,  the 
>'HA  might  allcw  as  a  maximum  mortgage  interest  and  principal  payment,  .-is  in 
the  case  of  incor.e  properties,  our  initial  analysis  will  utilize  property  values 
based  upon  the  current  relevant  income  streams,  i.e.,  the  above  percentage  will 
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be  comput2d  in  each  case  in  terms  of  the  present  owner-occupant's  income.  This 
is  of  particular  relevance  in  the  case  of  owner-occiipied,  sirgie-fami]y  proper- 
ties since,  in  a  typical  area  analysis,  we  are  apt  to  be  most  interested  in  the 
abilities  of  the  present  novae  owners  to  raise  case  so  as  to,  in  so  far  as 
possible,  renew  their  properties,  extinguish  existing  mortgage  debts,  and  recoup 
their  prerene^al  equities.  The  sample  Owrrer-occuoied,  single-family  properties 
in  the  four  study  areas  are  distributed  in  Table  6  bv  the  current  owner's 
annual  income. 

Table  6 

Distribution  of  the  Sample  Owner-Occuoied,  Single- 
Family  Properties  in  Areas  E,  H,  J,  and  M  by 
the  Annual  Income  of  the  Owner-Occupant 


" — "  -"""  — ' 

Owner- 

-Oocanied, 

,  Single- 

■Family  Properties 

in  Areas 

E,  H,  J," 

and  M 

Area  E 

Are 

ta  H 

Area  J 

area  M 

.annual 

Cumula- 

Cumula- 

Cumula- 

Cumula- 

.income 

Number 

tive 

Number 

tive 

Number 

tive 

Number 

tive 

of  Ownsr- 

of 

Percent 

of 

Percent 

of 

Fercent 

of 

Percent 

Occupant 

Proper- 

of 

Proper- 

of 

Proper- 

of 

Proper- 

of 

ties 

Total 

ties 

Total 

ties 

Total 

ties 

Total 

Under  $1,000 

1.5 

2 

U.9 

0 

0 

0 

0 

$1,  000-1, 999 

9 

1U.7 

2 

9,8 

1 

S»o 

1 

1.9 

2.000-2,999 

U 

20.6 

5 

22.0 

1 

10.0 

9 

j.8.5 

3.C00-3;9?9 

h 

26.5 

3 

29.3 

3 

25.0 

6 

29.6 

l^OOO-^QQQ 

5 

33.8 

9 

51.2 

2 

35.0 

12 

51.9 

5,000-5,999 

13 

60.3 

2 

56.1 

1 

uo.o 

5 

61.1 

6,000-6,99? 

10 

75.0 

3 

63,U 

0 

ho.o 

Hi 

37.0 

7,00u-7,999 

11 

91.2 

h 

73.2 

3 

55.0 

h 

9h.h 

S.COO-3,999 

3 

95.6 

3 

80.5 

3 

70.0 

1 

96.3 

9,000-9,999 

0 

95.6 

3 

87.8 

2 

80.0 

1 

96.1 

Over   9,999 

3 

100.0 

$ 

100.0 

h 

ICO.O 

1 

100.0 

Total 

63 

11 

20 

% 

In  order  to  derive  the  mortgage  amounts  which  could  be  obtained  with  the 
annual  payments  that  the  relevant  income  streams,  as  defined  above,  represent., 
we  use  the  same  multipliers  as  we  did  in  the  case  of  income  properties  with  two 
exceptions.  First,  part  of  the  multiplier  in  the  income  property  case  was 
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determined  by  the  unchanging  rate  of  return  required  on  the  equity  investment, 
i.e.,  two  percent  of  V,  because  the  relevant  income  stream  is  required  to  service 
both  mortgage  and  initial  equity  amounts.  In  the  case  of  owner-occupied,  single- 
family  properties,  however,  the  relevant  income  stream  is  confined  to  the  amount 
required  for  servicing  the  mortgage  only.  Thus,  as  the  credit  terms  become  more 
liberal,  the  multiplier  becomes  higher  since  the  fixed  two  percent  return  is  re- 
placed by  a  constantly  lower  required  rate  of  return. 

The  second  exception  is  the  fact  that,  due  to  the  presence  of  minimum  facili- 
ties in  virtually  every  single-family  property,  a  greater  share  of  long-term  re- 
newal costs  is  represented  by  structural  deterioration.  Thus  we  will  use  slightly 
lower  cost  per  room  intervals  for  determining  the  current  financing  multipliers 
than  we  did  in  the  case  of  the  income  properties.  The  sample  owner-occupied, 
single-family  properties  in  the  four  study  areas  are  distributed  by  long-term 
renexiral  cost  per  room  in  Table  7. 

Table  7 

Distribution  of  the  Sample  Owner-Occupied,  Single- 
Family  Properties  in  Areas  E,  H,  J,  and  M  by 
Long-Term  Renewal  Cost  Per  Room 


Owner- 

-Occupied, 

,  Single- 

-Family  Properties 

in  Areas 

E,  H,  J, 

and  M 

Long-Term 

Area  E 

Area  H 

Area  J 

Area  M 

Renewal 

Cumula- 

Cumula- 

Cumula- 

Cumula- 

Cost 

Number 

tive 

Number 

tive 

Number 

tive 

Number 

tive 

Per 

of 

Percent 

of 

Percent 

of 

Percent 

of 

Percent 

Room 

Proper- 

of 

Proper- 

of 

Proper- 

of 

Proper- 

of 

ties 

Total 

ties 

Total 

ties 

Total 

ties 

Total 

under  $     50 

19 

27.9 

9 

22,0 

0 

0 

13 

2U.1 

$     50-  99 

h 

33.8 

8 

Ul.5 

1 

5.0 

7 

37.0 

100-  lh9 

h 

39.7 

h 

51.2 

ll 

25.0 

3 

1*2.6 

150-  199 

7 

50.0 

7 

68.3 

h 

U5.0 

7 

55.6 

200-  2U9 

6 

58  c  8 

3 

75.6 

3 

60.0 

2 

59.3 

250-  299 

3 

63.2 

3 

82.9 

2 

70.0 

1 

61.1 

300-  3U9 

2 

66.2 

0 

82.9 

1 

75.0 

5 

70.U 

350-  399 

2 

69.1 

1 

85.U 

3 

90.0 

l 

72.2 

U00-  hh9 

3 

73.5 

1 

87.8 

0 

90.0 

l 

7U.1 

U50-  U99 

2 

76.5 

1 

90.2 

0 

90.0 

0 

7U.1 

500-  999 

7 

86.8 

3 

97.6 

2 

100.0 

6 

85.2 

1,000-1,999 

8 

98.5 

1 

100.0 

5 

9hM 

Over  1,999 

1 

100.0 

3 

100.0 

Total 

68 

Ul 

20 

5U 

21 


A  multiplier  of  ten  will  be  used  for  all  properties  with  costs  per  room  of  less 
than  $50,  a  multiplier  of  nine  will  be  used  for  properties  with  costs  per  room 
ranging  from  §  50  to  $3U9j  and  a  multiplier  of  eight  will  be  used  for  all  proper- 
ties with  costs  per  room  in  excess  of  $3k9»     In  the  case  of  long-term  renewal 
associated  with  the  availability  of  FHA  insured  loans,  the  same  Section  220 
mortgage  terms  are  assumed  as  were  used  in  the  case  of  incone  properties  and  the 
resulting  multiplier  is  13.  Similarily,  the  same,  constant  minimum  downpayment 
requirement  of  10  percent  is  postulated. 

Given  these  conditions,  the  various  magnitudes  of  the  sample  owner-occupied, 
single-family  property  values  may  be  computed.  V-^,  the  prerenewal  value  of  the 
property,  is  equal  to  the  product  of  the  relevant  income  stream  times  a  multi- 
plier of  either  eight,  nine,  or  ten — depending  upon  the  long-term  renewal  cost 
per  room  of  the  property — plus  the  10  percent  downpayment  which  we  assume  each 
owner  can  make.  The  sample  owner-occupied,  single-family  properties  in  the  four 
study  areas  are  distributed  in  Table  8  by  the  magnitude  of  V,  so  computed. 

Table  8 

Distribution  of  the  Sample  Owner-Occupied, 
Single-Family  Properties  in  Areas  E, 
H,  J,  and  M  by  Prerenewal  Value  (V-,  ) 


Owner' 

-Occupied, 

,  Single- 

■Family  Properties 

in  Areas 

E,  H,  J, 

and  M 

Area  E 

Area  H 

Area  J 

Are 

:a  M 

Cumula- 

Cumula- 

Cumula- 

Cumula- 

Prerenewal 

Number 

tive 

Number 

tive 

Number 

tive 

Number 

tive 

Value  (Vx) 

of 

Percent 

of 

Percent 

of 

Percent 

of 

Percent 

Proper- 

of 

Proper- 

of 

Proper- 

of 

Proper- 

of 

ties 

Total 

ties 

Total 

ties 

Total 

ties 

Total 

Under  $2,500 

2 

2.9 

2 

U.9 

1 

5.0 

1 

1.9 

2,500-  h,999 

12 

20.6 

6 

19o5 

1 

10.0 

9 

18.5 

5,000-  7,U95 

6 

29,  a 

8 

39.0 

h 

30.0 

9 

35.2 

7,500-  9,999 

26 

67.6 

8 

53.5 

3 

15.0 

22 

75.9 

10, 000-12, UQ9 

19 

95.6 

8 

78.0 

6 

75.o 

11 

96.3 

12,500-1U,999 

1 

97.1 

h 

87.8 

1 

80.0 

0 

96.3 

15, 000-17,  '499 

1 

93.5 

1 

90 ,2 

3 

95,0 

2 

100.0 

17,500-19,999 

0 

98.5 

2 

95.1 

1 

100.0 

20,000-21,999 

1 

100.0 

2 

100.0 

25,000-29,999 

Over   29,999 



Total 

68 

III 

20 

51 

22 


Given,  as  before,  that  code  compliance  will  not  change  the  terms  of  available 
credit,  the  magnitudes  of  V2,  and  V2 — the  value  of  the  property  if  renewed  only 
to  the  code  compliance  standard  in  either  the  first  or  second  situation — will  be 
the  same  as  V]_,  at  least  when  computed  on  the  basis  of  the  current  relevant  in- 
come stream.  If,  however,  the  properties  are  renewed  to  meet  the  long-term  re- 
newal standard  the  multiplier  becomes  10  in  the  first  situation  and  13  in  the 
second  situation.  Thus  v^. ,  ^Cle   va^ue  °-  the  property  if  renewed  to  rpeet  the 
long-term  renewal  standard  in  the  first  situation,  is  equal  to  10  times  the 
relevant  income  stream  plus  the  constant  10  percent  downpayment.  The  sample 

owner-occupied,  single-family  properties  in  the  four  study  areas  are  distributed 
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in  Table  9  by  the  values  of  I2     s0  computed. 

Table  9 

Distrioution  of  the  Sample  Owner-Occupied,  Single-Family 

Properties  in  Areas  E,  H,  J,  and  M  by  Value  Following 

Long-Term  Renewal  in  the  First  Situation  (V2-,  ) 


Vaiue 
Following 
Long-Term 
Renewal 
la  First 
Situation 
(Vo') 


Owner-Occupied, 
Area  E '" 


Single-Family  Properties  in  Areas  E,  H,  J,  and  M 
Area  H  Area  J  Area  M 


__.-!L?iZ 

Under  I 2, 500 
$2,500-  14,999 
5,000-  7,h99 
7,500-  9,999 
10, 000-12, U99 
12, 500-lU, 999 
15, 000- 17, h99 
17,500-19,999 
20,000-2^,999 
25; 000-29, 999 
Over   29,999 


Number 

of 
Proper- 
ties 

2 

10 

6 

2U 

17 

6 
1 

0 

1 
1 


Cumula- 
tive 
Percent 
of 

Total 

2.9 
17.6 
26.5 
61.8 
86.8 
95.6 
97.1 
97.1 
98.5 
100.0 


Number 

of 
Proper- 
ties 


Cumula- 
tive 
Percent 
of 

Total 


Number 

of 
Proper- 
ties 


Cumula- 
tive 
Percent 
of 

Total 


Number 

of 
Proper- 
ties 


Cumula- 
tive 

Percent 

of 

Total 


U,9 

9.8 
29.3 
51.2 
65.9 

eo,5 

85.U 

95.1 

100.0 


0 

5.0 
25.0 
hO.O 
50.0 
75.0 

80.0 
95.0 

100.0 


0 
3 

13 

15 

20 

1 
] 
1 


0 

5.6 

29.6 
57,U 
9U.U 
96.3 

98.1 

100.0 


Total   68 


m 


20 


5U 
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The  magnitude  of  V2  — the  value  of  the  property  if  renewed  to  meet  the  long-term 
renewal  standard  in  the  second  situation — is  equal  to  13  times  the  relevant  in- 
come stream  plus  the  10  percent  downpayment.  The  sample  owner-occupied,  single- 
family  properties  in  the  four  study  areas  are  distributed  in  Table  10  by  the 


magnitudes  of  V2  so  computed. 


Table  10 


Distribution  of  the  Sample  Owner-Occupied,  Single-Family 

Properties  in  Areas  E,  H,  J,  and  M  by  Value, Following 

Long-Term  Renewal  in  the  Second  Situation  (V^p) 


Value 

Owner- 

-Occupied. 

,  Single- 

-Family  Pt 

■operties 

in  Areas 

E,  II,  J, 

and  M 

Following 

Area  E 

Area  H 

An 

*  J 

An 

9a  M 

Long-Term 

Cumula- 

Cumula- 

Cumula- 

Cumula- 

Renewal 

Number 

tive 

Number 

tive 

Number 

tive 

Number 

tive 

In  Second 

of 

Percent 

of 

Percent 

of 

Percent 

of 

Percent 

Situation 

Proper- 

of 

Proper- 

of 

Proper- 

of 

Proper- 

of 

Ml) 

ties 

Total 

ties 

Total 

ties 

Total 

ties 

Total 

d 

Under  $2,500 

1 

1.5 

0 

0 

0 

0 

0 

0 

$2,500-  a,  999 

2 

hM 

h 

9.8 

1 

5.0 

1 

1.9 

5,000-  7,U9° 

11 

20.6 

h 

19.5 

1 

10.0 

9 

18.5 

7,500-  9,999 

h 

26.5 

h 

29.3 

3 

25.0 

6 

29.6 

10, 000-1?, U°9 

19 

5»4.U 

8 

L8.8 

2 

35.0 

13 

53.7 

12,500-lli,999 

11; 

75.0 

a 

58.5 

1 

ao.o 

17 

85.2 

] 5, 000-17, k?9 

11 

91.2 

5 

70.7 

3 

55.0 

5 

9a.a 

37,500-19,999 

2 

9U.1 

a 

60,5 

h 

75.o 

1 

96.3 

20, COO- 2U, 999 

1 

95.6 

6 

95.1 

a 

95.0 

2 

100.0 

25-000-29,999 

2 

98.5 

0 

95.1 

1 

100.0 

Over   29,999 

1 

100.0 

2 

100.0 

Total 

63 

u 

20 

5a 

D.  Cost  Magnitudes. 

The  cost  magnitudes  were  determined  by  actual  inspection  of  each  sample 
property  and  a  resulting  estimation  of  the  costs  required  to  renew  the  buildings 
to  the  levels  of  the  two  renewal  standards  defined  previously.  The  sample  income 
properties  and  owner-occupied,  single-family  properties  in  the  four  study  areas 
are  distributed  in  Tables  11  and  12,  respectively,  by  the  cost  required  for  code 
compliance  (C  ).  The  two  property  types  are  distributed  in  Tables  13  and  ia  by 
the  cost  required  to  achieve  the  long-term  renewal  standard  (C   )• 
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Table  11 

Distribution  of  the  Sample  Income  Properties  in  Areas 
E,  H,  J,  and  M  by  Code  Compliance  Cost  (C  ) 


Income  Properties  in  Areas  E,  H,  J,  and  M 


Area  E 


Area  H 


Area  J 


Area  M 


Code 
Compliance 
Cost  (C*) 


Number 

of 
Proper- 
ties 


Under 

$  5oo. 

1,000- 
1,530- 
2,000- 
3,000- 
);,000- 

5,coo. 

6,000- 
7,000- 

d,ooo- 

9,000- 
10,000- 

15,000- 

20.000- 
0<frr 


%    500 

999 

1,U99 

•  1,999 

2,999 

3,999 

■  1,999 

5,999 

6,999 

7,999 

8,999 

9,999 

1U,999 

19,999 

29,999 

2^,999 


Cumula- 
tive 

Percent 

of 

Total 


66.7 
66.7 
83.3 
83.3 
100.0 


Number 

of 
Proper- 
ties 


22 

5 
It 

2 
3 
3 

0 
0 

1 
1 


Cumula- 
tive 
Percent 
of 

Total 


Number 

of 
Proper- 
ties 


Cumula- 
tive 

Percent 

of 

Total 


Number 

of 
Proper- 
ties 


53.7 
65.9 
75.6 
80.5 
87.8 
95.1 
95d 
95.1 
97.6 
100.0 
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7 
3 
6 
8 
1 
h 
1 
0 
0 

1 

0 
3 
2 
0 
3 


hk.3 

51n3 
58.6 
67.1 
73.6 
80. 0 
65.7 
87.1 
87.1 
87.1 
88.6 
88.6 
92.5 
95.7 
95.7 
100.0 


15 
h 

6 
2 
2 
0 
1 
2 


Cumula- 
tive 
Percent 
of 

Total 


U6.9 
59.U 
78.1 
8UJ* 
90.6 
90.6 
93.3 
100.0 


Total 


Ui 


70 


32 


25 


Table  12 


Distribution  of  the  Sample  Owner-Occupied, 
Single-Family  Properties  in  Areas  E,  H, 
J,  and  M  by  Code  Compliance  Cost  (C  ) 


Owner' 

-Occupied, 

,  Single- 

-Family  Properties 

in  Areas 

E,  II,  J, 

and  M 

Area  E 

Area  H 

Area 

J 

Area  M 

Code 

Number 

Cumula- 

Number 

Cumula- 

Number 

Cumula- 

Number 

Cumula- 

Compliance 

of 

tive 

of 

tive 

of 

tive 

of 

tive 

Cost  (C1) 

Percent 

Percent 

Percent 

Percent 

Proper- 
ties 

of 
Total 

Proper- 
ties 

of 

Total 

Proper- 
ties 

of 
Total 

Proper- 
tics 

of 
Total 

Under  $  500 

58 

85.3 

30 

73c2 

16 

80.0 

h6 

85.2 

$  500-  999 

10 

100.0 

h 

82.9 

3 

95.0 

5 

9h.k 

1, 000-1, U99 

5 

95.1 

0 

95.0 

2 

96.1 

1,500-1,999 

1 

97.6 

1 

1CO.0 

0 

98.1 

2,000-2,999 

0 

97,6 

0 

98.1 

3,000-3,999 

0 

97.6 

0 

98.1 

U,OCO-U,999 

0 

97.6 

0 

98.1 

5,000-5,999 

0 

97.6 

0 

98.1 

6,000-6,999 

0 

97.6 

0 

98.1 

7,000-7,999 

0 

97.6 

0 

98.1 

8,000-8,999 

0 

97.6 

0 

98.1 

9,000-9,999 

1 

100.0 

0 

98.1 

G/er  9,999 



1 

100.0 

Total 

68 

Ul 

20 

5U 
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Table  13 

Distribution  of  the  Sample  Income  Properties  in  Areas 
E,  H,  J,  and  M  by  Long-Term  Renewal  Cost  (CM) 


Long-Term 

Renewal 

Cost  (CM) 


Number 

of 
Proper- 
ties 


Area  E 

Cumula- 
tive 
Percent 
of 
Total 


Income  Properties  in  Areas  E,  H,  J,  and  M 


Number 

of 
Proper- 
ties 


Area  H  _ 
Cumula- 
tive 
Percent 
of 
Total 


Number 

of 
Proper- 
ties 


Area  J 

Cumula- 
tive 
Percent 

of 
Total 


Number 

of 
Proper- 
ties 


Area  M 

Cumula- 
tive 
Percent 
of 
Total 


Under  $  500 

0 

0 

13 

31.7 

7 

10.0 

a 

12.5 

$     500-  999 

0 

0 

a 

ai.5 

6 

18.6 

2 

18.8 

1,000-  1,1*99 

0 

0 

i 

a3.9 

1 

20.0 

1 

21.9 

1,500-  1,999 

1 

16.7 

2 

a8.8 

5 

27.1 

2 

28.1 

2,000-  2,999 

2 

5o.o 

3 

56,1 

11 

U2.9 

6 

U6.9 

3,000-  3,999 

1 

66.7 

h 

65.9 

9 

55.7 

2 

53.1 

U, 000-  U,999 

1 

83.3 

6 

80.5 

5 

62.9 

8 

78.1 

5,000-  $,999 

1 

100.0 

3 

87.8 

5 

70.0 

2 

sa.a 

6,000-  6,999 

1 

90.2 

a 

75.7 

0 

sa.a 

7. COO-  7,999 

0 

90.2 

2 

78.6 

1 

87.5 

8,000-  8,999 

1 

92.7 

0 

78.6 

1 

90.6 

9,000-  9,999 

2 

97.6 

1 

80.0 

1 

93.8 

10,000-1U,999 

1 

100.0 

7 

90.0 

0 

93.3 

15,000-19,999 

a 

95.7 

0 

93.8 

20.C0O-29,999 

0 

95.7 

1 

96.9 

Cver   29,999 

__ 

3 

100.0 



100.0 

Total 

6 

ai 

70 

32 

Table  lU 

Distribution  of  the  Sample  Owner-Occupied, 
Single-Family  Properties  in  Areas  E,  H, 
J,  and  M  by  Long-Term  Renewal 
Cost  (C,T) 
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Owner-Occupied,   Single-Family  Properties  in  Are  as  E,   HA    J^    and  M 
Area  E  Area  H  Area  J      "~  Area  M 


Long-Terra 

Renewal 

Cost 

(C") 


Under 

$  500. 
1,000. 
i,5oo. 

2,000 
3,000 
1,000. 

5,ooa 
6,000 
7,000 
6,000 
9,000- 
Over 


&  500 
■  999 
■1,U99 
■1,999 
■2,999 
■3,999 
•h,999 
■5,999 
■6,999 
■7,959 
•6,999 
•9,999 
9,999 


Number 

of 
Proper- 
ties 


2U 

10 

11 

3 

8 
3 
3 
1 
3 
1 
0 
1 


Cumula- 
tive 

Percent 

of 

Total 


35.3 

5o,o 
66.2 
70.6 
82.L. 
86.8 
91,2 
92.6 
97.1 
98.5 
98.5 
100.0 


Number 

of 
Proper- 
ties 


15 
9 
b 

6 
1 
2 
0 
1 
1 
0 

1 

1 


Cumula- 
tive 

Percent 

of 

Total 


36.6 
58.5 
68.3 
82.9 
85J.I 
90.2 
90.2 
92.7 
95.1 
95.1 
97.6 
100.0 


Number 

of 
Proper- 
ties 


Cumula- 
tive 

Percent 

of 

Total 


5.0 
20.0 

5o.o 

70.0 
90.0 
95.0 
95.0 
95.0 
95.o 

100.0 


Number 

of 
Proper- 
ties 


21 
6 
7 
6 

a 

2 
1 

2 
0 
0 
1 
1 
3 


Cumula- 
tive 

Percent 

of 

To+al 


36.9 
50.3 
62.0 
71.1 
81.5 
85.2 
87.0 
90.7 
90.7 
9C.7 
92.6 
9h.h 
100.0 


Total 


68 


Ul 


20 


5h 
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We  may  new  answer  one  of  the  questions  initially  posed — namely,  the  question 
concerning  tne  extent  to  which  renewal  will  be  achieved  through  rehabilitation  as 
opposed  to  replacement.  The  cost  estimates  are,  of  course,  based  upon  the  least 
expensive  method  of  achieving  each  of  the  two  renewal  standards  and  in  all  cases 
both  standards  are  achieved  most  cheaply  through  rehabilitation.  Thus  our  pre- 
diction is  that  none  of  the  sample  properties  would  be  replaced  by  private  enter- 
prise as  a  result  of  the  use  of  the  implementing  public  policies  of  the  Urban 
Renewal  Program  that  are  studied  here. 

Several  concepts  and  assumptions  underlie  this  apparently  simple  conclusion. 
The  decision  whether  to  rehabilitate  or  replace  is  not  decided  on  the  basis  of 
alternative  costs  alone,  of  course,  but  also  on  the  relative  values  of  the  end 
products  of  rehabilitation  and  replacement.  Any  property  owner  would  be  expected 
to  make  his  decision  by  comparing  both  costs  and  values  and  choosing  that  course 
of  action  which  results  in  the  greatest  value  increment  per  dollar  of  cost  in- 
vestment. In  effect,  the  basis  for  the  use  of  alternative  costs  as  the  sole 
criterion  in  the  present  study  rests  upon  the  assumption  that  the  value  of  any 
of  the  sample  properties  can  not  be  higher  than  it  will  be  following  long-term 
renewal  and  that  its  value  following  long-term  renewal  will  be  the  same  regard- 
less of  whether  such  renewal  takes  the  form  of  rehabilitation  or  replacement. 
Given  this  assumption,  the  cheapest  method  of  achieving  the  long-term  renewal 
standard  would  be  the  one  used.  In  the  analytical  framework  employed  here,  the 
owner  may  choose  either  code  compliance  or  long-term  renewal  and,  as  we  saw 
above,  may  realize  a  value  increment  if  he  elects  long-term  renewal.  Hoxvever, 
the  code  compliance  standard  is  also  in  all  cases  achieved  most  economically 
through  rehabilitation.  Thus  rehabilitation  always  prevails  regardless  of  the 
renewal  standard  that  is  selected. 
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Two  arguments  may  be  raised  to  contest  the  validity  of  this  assumption. 
First,  it  may  correctly  be  argued  that  a  new  structure  would  almost  certainly 
have  a  life  expectancy  of  more  than  the  35-year  minimum  called  for  in  the  long- 
term  renewal  standard  specified  here.  It  follows  that  the  income  stream  generated 
by  any  new  build? ng  would  last  longer  and  so  have  a  greater  total  present  value 
than  would  the  income  stream  generated  by  a  rehabilitated  building  with  onl>  35 
years  of  remaining  life.  However,  the  present  valve  of  an  income  stream  begining 
35  years  hence  is  negligible  in  practically  any  valuation  formula — in  the  formula 
used  here  it  has  no  value,  of  course,  since  we  have  assumed  no  mortgage  loan 
maturities  or  payout  periods  in  excess  of  25  years.  Thus  it  is  realistic,  par- 
ticularly in  the  private  investment  decision  framework  used  here,  to  disregard 
any  differences  between  new  values  and  rehajilitated  values  that  would  arise  be- 
cause the  new  building  might  have  more  years  of  life  in  excess  of  35  than  would 
one  which  has  been  rehabilitated  to  meet  the  long-term  renewal  standard. 

Second,  it  might  be  argued  that  a  new  building  will  generate  a  higher  rele- 
vant income  stream  than  will  a  rehabilitated  one,  either  higher  rents  in  the  case 
of  tenants  of  income  properties  or  higher  shelter  expenditures  in  the  case  cf 
owner-occupants  of  single-family  properties.  This  argument,  however,  is  highly 
questionable  gi/en  the  basic  orientation  of  the  present  study. 

In  the  first  place,  rehabilitation  can  be  quite  extensive  and  in  almost 
ever1/  instance  can  provide  as  high  a  quality  of  snelter  amenities  as  could  new 
construction. 

Secondly,  regardless  of  whether  an  owner  replaces  his  property  or   rehabili- 
tates it,  the  public  policy  approach  studied  here  is  one  which,  as  noted,  leaves 
the  decision  up  to  each  property  owner  and  contemplates  none  of  the  far-reaching 
environmental  changes  which  would  be  possible  in  a  clearance  area.  Thus  it  is 
almost  inevitable  that  the  bulk  of  properties,  especially  those  which  require 
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little  work  to  achieve  either  of  the  two  renewal  standards,  will  not  be  cleared 
and  that  the  basic  character  of  the  area  will  be  unchanged.  It  follows  that  any 
new  buildings  will  be  intermingled  with  older  ores  and  that  individual  clearance 
actions  will  not  result  in  wide-spread  environmental  changes  and  resultant  incre- 
ments to  property  values. 

Finally,  the  fundamental  orientation  of  the  present  study  is  that  the  renewal 
of  properties  in  a  Renewal  Area  will  only  be  forthcoming  as  a  result  of  public 
implementation.  As  will  be  pointed  out  in  the  next  section,  any  increases  in 
the  relevant  income  streams  which  renewal  might  generate  are  more  apt  to  repre- 
sent involuntary  cost  absorption  by   the  market  than  a  simple  increase  in  market 
demand.  Thus  we  have  argued  that  renewal  standards  in  these  circumstances  are 
initially  a  function  of  the  implementing  public  policies  and  that  the  primary 
objectives  of  the  private  market  would  be  to  meet  these  standards  in  the  least 
expensive  manner  possible.  In  short,  it  appears  most  realistic  to  argue  that 
each  property  owner,  once  he  has  determined  his  least-loss  course  of  action  given 
the  two  renewal  standards,  will  do  what  he  has  to  do  to  meet  the  selected  standard 
as  cheaply  as  possible  without  concerning  himself  about  whether  doing  more  or 
doiiig  it  in  a  different  x;ay,  e.g.,  replacement,  might  pay  off  in  a  sufficiently 
greater  property  value.  The  uncertainties  surrounding  the  latter  possibility 
ere  simply  too  great. 

E.  Summary  of  the  Key  Magnitudes. 

In  order  to  clarify  the  material  presented  in  the  next  section  of  the  re- 
port, it  is  helpful  to  summarize  here  the  various  symbols  that  will  be  used,  the 
definitions  of  the  magnitudes  which  they  represent,  and  the  manner  in  which  they 
are  quantitatively  determined.  In  the  list  that  follows,  the  symbol  "y"  repre- 
sents the  relevant  income  streams  as  defined  previously  of  both  the  income 
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properties  and  the  owner-occupied,  single-family  properties*  The  symbol  "k" 
represents  tne  income  multiplier  under  current  financing  conditions  which  applies 
to  each  property  on  the  basis  of  the  property's  long-term  renewal  co«t  per  room 
as  discussed  previously. 

Definition 


Magnitude 


Cost  required  to  ireet  code 
compliance  standard. 


Cost  required  to  meet  long- 
term  renewal  standard. 


Current  value  of  property, 
i.e.,  before  renewal  to  cither 
standard. 

Value  of  property  in  first 
situation  if  renewed  to  meet 
code  compliance  standard. 

Value  of  property  in  first 
situation  if  renewed  to  meet 
long-term  renewal  standard. 


Value  of  property  in  second 
situation  if  renewed  to  meet 
code  compliance  standard. 

Value  of  property  in  second 
situation  if  renewed  to  meet 
long-term  renewal  standard. 


Quantitative  Determination 

Determined  Oy  inspection  of 
property,  given  specifications 
of  code  compliance  standard. 

Determined  by  inspection  cf 
property,  given  specification 
of  long-term  renewal  standard. 

For  income  properties:  ky 
For  owner-occupied,  single- 
family  properties :  ky  plus  .  IV., . 

Same  as  V  . 


For  income  properties:  9y 
For  owner-occupied,  single- 
family  properties:  lOy  plus 


.iv:1. 
21 

Same  as  V  . 


For  income  properties:  lly 
For  owner-occupied,  single- 
family  properties:  13y  plus 

•r'2*. 


It  should  be  noted  that  the  second  order  subscripts,  "1"  and  "2"  which  are 
used  with  V2  and  V?  above  to  distinguish  values  in  the  first  situation  from 
values  in  the  second  situation,  will  only  be  used  in  the  next  section  of  the 
report  when  the  V_  in  question  specifically  refers  to  one  of  the  two  situations, 
In  most  of  the  text  discussion  we  will  simply  be  referring  to  V„  and  V^  in 
general  as  they  apply  in  either  and/or  both  situations  and  thus  without  second 
order  subscripts. 
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III.  Quantitative  Projections  in  the  Four  Study  Areas 

In  the  immediately  preceeding  sectiun  of  the  report,  we  answered  one  of  the 
six  questions  which  we  posed  initially,  i.e.,  what  will  be  the  relative  roles  of 
rehabilitation  and  replacement  as  the  two  methods  through  which  renewal  is 
carried  out?  In  this  section  we  undertake  to  answer  the  other  five  questions. 
They  will  be  answered  in  each  of  the  four  study  areas,  for  the  sample  income 
properties  and  owner-occupied  properties  separately,  and  in  both  the  first  situ- 
ation and  the  second  situation.  The  specific  answers  are  contained  in  Taoles  1$ 
through  U6  at  the  end  of  the  report.  Rather  than  discuss  each  table  separately 
we  shall  indicate  here  the  questions  that  are  answered,  in  which  tables  each  is 
answered,  and  the  reasoning  behind  the  tabular  projections.  This  will  be  fol- 
lowed by  a  brief  summary  of  the  main  conclusions  reached  in  the  study. 

£.  Entrepreneursnip,  Amount  of  Renewal,  and  Owners'  Losses. 

The  owner  of  a  property  in  an  Urban  Renewal  Area  may  be  thought  of  as  having 
three  alternatives  once  the  implementing:  public  policies  have  begun.  Following 
code  enforcement  the  owner  must  either  comply  with  the  code  or  withdraw  the 
property  from  residential  use.  Given  our  earlier  assumption  that  the  piooerty 
has  no  nonresidential  value,  the  second  course  of  action  leaves  him  in  effect 

with  a  wortn!!ess  asset.  If  he  complies,  however,  he  obtains  an  asset,  worth  1^ 

i 
at  a   cost  outlay  equal  to  C  .  Thus  the  net  value  of  his  property  to  him  following 

code  enforcement  is  V0  -  C  and,  as  long  as  this  amount  is  greater  than  zero, 

<    i  i    i 

i.e.,  as  long  as  V^  >  C  ,  he  loses  less  by  complying  with  the  code.  If  V £  <  C  , 

however,  he  loses  less  by  withdrawing  thp  property  from  the  market — either 

abandoning  it  or  boarding  it  up.  The  effect  of  code  enforcement  is  to  remove 

V^  as  a  consideration  in  the  private  market  calculation  of  renewal. 
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His  third  alternative  is  to  renew  tne  property  to  meet  the  loner-term  renewal 
standard.  He  will  Ho  this  as  long  as  he  loses  less  or  gains  more,  as  the  case 
may  te,  than  he  would  through  either  of  the  other  two  alternatives.  Specifically, 
he  will  undertake  long-term  renewal  as  long  as  the  net  value  of  the  property 
following  long-term  renewal  is  greater  than  its  net  value  following  code  compli- 
ance, assuming,  of  course,  that  at  least  one  of  these  values  is  positive.  Thus, 
in  terms  of  our  symbols,  he  will  choose  the  third  alternative  (long-term  renewal) 
as  long  as  ?j  >  C   and  (Vp'-C  )  >  (V^-C  ).  He  will  only  comply  with  the  code, 
however,  if  V^  >  C  and  (Vp  -C  )  <  (V2-C  ).  Obviously,  the  public  assistance 

policies  come  into  play  here  since  they  increase  the  magnitude  of  Vp  but  not 

1 

of  Vp  and  thus  encourage  a  greater  amount  of  long-term  renewal  than  would  be  the 

case  if  just  code  enforcement  were  being  used.  The  illustration  of  these  dif- 
ferences is  the  main  reason  why  we   cast  the  results  in  what  we  have  called  the 
"first  situation"  (where  only  code  enforcement  is  involved)  and  the  "second 
situation"  (where  all  of  the  implementing  public  policies  are  present). 

The  odd-numbered  tables  from  Table  15  through  TaLle  U5  present  summary  pro- 
jections of  the  effects  of  public  renewal  policies  in  the  four  areas,  by  type  of 
property  and  by  situation  as  follows : 

Table     Are? 

15  E 

17  E 

19  E 

21  E 

23  H 

25  H 

27  H 

29  H 

31  J 

33  J 

35  J 

37  J 

39  M 

hi  M 

U3  M 

H5  M 


Property  Type 

Situation 

Income 
Owner-Occupied,  Single-Family 

Income 
Owner-Occupied,  Single-Family 

First 
First 
Second 
Second 

Income 
Owner-Occupied,  Single-Family 

Income 
Owner-Occupied,  Single -Family 

First 
First 
Second 
Second 

Income 
Owner-Occupied,  Single-Family 

Income 
Owner-Occupied,  Single-Family 

First 
First 
Second 
Second 

Income 
Owner-Occupied,  Single-Family 

Income 
Owner-Occupied,  Single-Family 

First 
First 
Second 
Second 

3U 

In  each  of  these  tables,  the  properties  included  are  divided  into  five  categories! 
Let  us  discuss  each  category  in  turn. 

1.  The  first  category  contains  those  properties  fo**  which  our  piojection  is 
that  they  will  be  renewed  to  the  code  compliance  standard  and  that  this  -will  not 
involve  any  loss  for  the  owner.  This  is  a  very  specialized  category  and  requires 
that  code  compliance  costs  (0  )  be  zero  while  long-term  renewal  involves  a  loss, 
i.e. ,  Vg  <  (Vq_+C  ).  Thus  the  owners  least-loss  course  of  action  is  to  do 
nothing — his  property  already  complies  with  the  code  and  long-term  renewal  will 
not  pay  for  itsslf.  Thus  he  does  nothing,  loses  nothing,  and  the  public  imple- 
menting policies  cannot  change  matters. 

An  additional  factor,  however,  will  be  brought  into  the  analysis  in 
every  case  in  the  second  situation.  In  this  situation,  it  is  logical  to  expect 
that  tne  provision  of  area  improvements  and  mortgage  loan  insurance  by  public 
action  would  call  fur  additional  public  actions  to  insure  that  every  property 
in  the  area  is  renewed  to  meet  the  long-term  renewal  standard.  Td  measure  the 
public  cost  absorption  involved  let  us  assume  that  this  result  is  achieved  by 
public  purchase  of  the  property  followed  by  public  renewal  and  resale  to  private 
ownership.  The  public  cost  in  this  case  would  be  equal  to  the  difference  be- 
tween what  the  public  would  have  to  pay  for  the  property,  i.e.,  V-,,  and  its  net 
resale  value  following  long-term  renewal,  i.e.,  V«  -  C  •  This  amount  is  shown 
in  the  extreme  right-hand  vertical  column  of  each  of  the  tables  relating  to  the 
second  situation,  first  category.  The  nature  of  the  entries  in  this  column  fo^ 
properties  in  other  categories  in  the  second  situation  will  be  discussed  below. 

It  should  be  noted  that  in  the  first  situation,  TJith  code  enforcement 
being  the  only  public  action  used,  it  may  be  presumed  that  no  special  efforts 
would  be  made  to  induce  renewal  to  any  higher  standard  than  that  required  for 
code  compliance.  Thus,  in  the  tables  pertaining  to  the  first  situation,  there 
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will  be  a  positive  entry  in  the  extreme  right-hand  vertical  column  only  in  the 
case  of  properties  in  the  fifth  category,  as  explained  below. 

2.  The  second  category  contains  those  properties  which  can  be  renewed  to 
meet  the  long-term  renewal  standard  without  any  loss  to  their  owners.  The  re- 
quirement which  they  meet  is,  of  course,  Vp  >  (V-,+CM).  Since  all  of  the  prop- 
erty values  are  computed  on  the  basis  of  the  current  relevant  income  streams,  we 
are  in  effect  saying  that  the  current  owners  of  these  properties,  with  only  a 
10  percent  initial  equity  investment,  can  raise  enough  cash  on  the  basis  of  the 
current  rents  (income  properties)  or  possible  mortgage  payment  amounts  out  of 
current  incomes  (owner-occupied,  single-family  properties)  to  pay  the  long-term 
renewal  costs  (C  )  and  still  have  more  cash  left  over  than  they  could  have  ob- 
tained for  their  properties  if  they  had  sold  them  in  their  prerenewal  conditions 
and  thus  on  the  basis  of  prerenewal  financing  terms.  To  put  it  another  way, 
the  owners  of  these  properties  can  raise  enough  cash  to  renew  their  properties 
to  meet  the  long-term  renewal  standard,  retire  any  existing  mortgage  debts,  and 
still  have  a  caah  amount  greater  than  their  prerenewal  equities  in  the  properties, 
Obviously,  the  greater  the  latter  amount  and/or  the  more  that  Vp  exceeds 
(V,+C  ),  the  less  likely  it  is  that  the  owner  will,  first,  have  to  make  any  new 
equity  investment  and,  second,  have  to  borrow  and  thus  make  payments  on  the  full 
amount  which  he  can  borrow,  i.e.,  90  percent  of  Vp  ,  or  on  the  mortgage  debt 
which  he  may  now  be  retiring.  Renewal  is  thus  for  these  owners  a  painless 
proposition.  They  are  better  off  than  they  were  before  both  in  terms  of  asset 
positions  and  actual  periodic  cash  outlays.  This  is  an  important  category  and, 
figured  as  it  is  on  the  basis  of  the  current  relevant  income  streams,  is  of  great 
practical  (and  political)  importance  especially  in  the  case  of  the  owner- 
occupants  of  single-family  properties  for  it  tells  us  to  what  extent  public 
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renewal  objectives  may  be  achieved  with  a  minimum  of  opposition  from  a  given 
area's  home  owners. 

3.  The  third  category  contains  those  properties  for  which  the  owner's 
least-loss  course  of  action  is  renewal  to  the  code  compliance  standard.  Since 
V„  >  C  for  these  properties,  the  owner  is  better  off  complying  with  the  code 
than  abandoning  the  property  and,  since  (Vp-C  )  >  (V?  -C  ),  ne  loses  less  through 
code  compliance  than  through  long-term  renewal.  Given  our  argument  that  Vp  ■  V», 
the  value  of  the  property  is  not  enhanced  by  code  compliance.  Thus  the  losses 
of  these  owners  total  their  entire  code  compliance  outlays  (C  ).  The  additional 
public  cost  absorption  required  for  long-term  renewal  would  be  equal  to  the 
difference  between  the  public  acquisition  price  of  the  property — its  net  value 
following  code  enforcement  (Vp-C  ) — and  the  property's  net  value  if  renewed  to 
meet  the  long-term  renew  a?,  standard  (Vj  -C  ). 

It  should  be  noted  that,  although  we  refer  throughout  only  to  the 
"owners'  losses",  current  mortgage  lenders  may  also  be  involved.  The  owner 
stands  to  lose  his  equity  off  the  top,  of  course,  but  if  his  loss  (in  the  third 
category — C  )  is  greater  than  his  equity  (V,  minus  the  amount  of  debt  outstand- 
ing) he  will  lose  less  if  he  simply  abandons  the  property  to  the  lender.  He 
might  be  somewhat  deterred,  however,  by  the  resultant  loss  in  his  credit  standing 
and  the  rather  remote  possibility  of  a  deficiency  judgement.  At  any  event,  some 
bargaining  can  probably  be  expected  to  occur  between  current  owners  and  current 
mortgage  lenders.  Lack  of  data  precludes  incorporation  of  existing  mortgage 
amounts  into  our  framework.  Otherwise,  such  could  be  done  given  some  assumption 
about  the  distribution  of  losses  between  owners  and  lenders. 

Similarly,  we  may  note  that  the  current  owners  might  choose  to  sell 
their  properties.  This  represents  another  alternative  which  is  open  to  them 
following  the  use  of  the  public  implementing  policies  but  for  our  purposes  is  of 
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little  consequence  since  they  can  not  change  their  loss  positions  and  selling  has 
no  effect  upon  the  various  questions  in  which  we  are  interested.  Thus,  for 
simplicity,  we  speak  of  all  cases  of  private  entrepreneurship  of  renewal  simply 
as  renewal  by  the  current  owners. 

U.  The  fourth  category  includes  tnose  properties  for  which  long-term  re- 
newal represents  the  owner's  least-loss  course  of  action.  Since  V^  >  C  , 
long-term  renewal  is  better  than  abandonment  and,  since  (V2  -C   )  >  (V«-C  ), 
long-term  renewal  is  better  than  code  compliance.  The  owner's  loss  is  measured 
by  the  difference  between  his  prerenewal  asset  position,  V,,  and  his  net  asset 
position  following  long-term  renewal,  (V2  -C  ).  Since  these  properties  will  be 
renewed  to  meet  the  long-term  renewal  standard  by  private  market  action,  no 
additional  cost  absorption  is  required  and  there  is  no  positive  entry  in  the 
extreme  right-hand  vertical  column. 

5.  The  fifth  and  final  category  includes  those  properties  for  which 
abandonment,  or  at  least  withdrawal  from  residential  use,  represents  the  owner's 
least-loss  course  of  action.  Since  Vp  <  C  and  ?2  <  0  ,  both  code  compliance 
and  long-term  renewal  xvill  involve  the  owner  in  greater  losses  than  the  most 
that  he  can  lose  by  abandonment  or  withdrawal,  i.e.,  his  entire  prerenewal  asset 
position,  V]_.  With  the  owner's  loss  of  V,,  the  additional  cost  absorption  re- 
auired  for  renewal  may  be  thought  as  that  required  if  the  property  were  acouired 

1  I  MM 

for  nothing.  It  is  C  -  V2  iR  the  case  of  code  compliance  and  C   -  V.  in  the 
case  of  long-term  renewal.  In  the  first  situation  we  assume  that  such  cost 

absorption  would  represent  the  least-costly  course  of  action — probably  code  com- 

1    1 

pliance  in  most  cases  with  a  resultant  public  cost  of  C  -  Vp.  In  the  second 

situation,  however,  all  properties  are  to  be  renewed  to  meet  the  long-term  re- 
newal standard.  Thus  the  entry  in  the  extreme  right-hand  vertical  column  in  all 

of  the  tables  pertaining  to  the  fifth  category,  second  situation  is  an  amount 

11    1 1 

equal  to  C   -  V9  . 
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The  material  presented  in  the  odd-numbered  tables  from  Table  15  through 
Table  U3>  answers  four  of  the  six  questions  which  we  initially  posed  as  follows* 

1.  The  first  question  was,  "To  wh?t  extent  will  the  private  ent^epreneurship 
of  renewal  be  forthcoming  following  the  use  of  the  implementing  policies  of  the 
Urban  renewal  Program?"  This  question  is  answered  by  the  percentage  of  the  total 
number  of  properties  of  a  given  type,  in  a  given  area,  and  in  a  given  situation 
which  fall  in  the  first  four  of  the  above-described  five  categories. 

2.  The  second  question  was,  "To  what  standard  or  level  will  the  properties 
be  renewed?"  The  answer  to  this  question  is  determined  by  the  number  of  proper- 
ties ia   the  two  code  compliance  categories  and  the  number  of  properties  in  the 
two  long-term  renextfal  categories  for  each  of  the  two  property  types,  in  each  of 
the  four  areas,  in  each  of  the  two  situations.  Given  the  additional  cost  absorp- 
tion amounts  shown  in  the  extreme  right-hand  vertical  columns  of  the  various 
tables,  the  properties  in  the  fifth  category  will  in  almost  every  case  be  re- 
newed to  meet  the  code  compliance  standard  in  the  first  situation  while  both  the 
properties  in  the  first  and  third  categories  as  well  as  the  properties  in  the 
fifth  category  will  in  all  cases  be  renewed  to  meet  the  long-term  renewal 
standard  in  the  second  situation. 

3.  The  fourth  question  was  (as  noted,  we  have  already  answered  the  tnird 
question  pertaining  to  rehabilitation  versus  replacement),  "What  will  be  the 
initial  losses  faced  by  the  pronerty  owners  as  a  result  of  code  enforcement?" 
This  question  is  answered  by  the  dollar  magnitudes  in  the  vertical  coluinn  under 
"Owners'  Losses"  in  the  various  tables  pertaining  to  the  first  situation. 

h.  The  fifth  question  was,  "How  may  these  losses  be  affected  by  the  public 
acsictance  features  of  the  Urban  Renewal  Program?"  This  question  is  answered  by 
comparing  the  magnitudes  in  the  vertical  columns  under  "Owners'  Losses"  in  the 
first-situation  tables  with  the  corresponding  magnitudes  in  the  second-situation 
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tables.  The  latter  magnitudes  are  less,  of  course,  and  the  entire  reduction  is 
due  to  the  increase  in  V2  as  a  result  of  the  public  assistance  features  of  the 
Urban  Renewal  Program. 

B.  Cost  Absorption  Through  Increased  Value  of  Shelter  Amenities. 

To  this  point  we  have  based  all  property  values  upon  the  current  relevant 
income  streams.  It  is  important  to  recognize,  however,  that  renewal  may  change 
these  relevant  income  streams  (and  so  Vp)  by  changing  the  market  demand  for  the 
shelter  amenities  offered  by  the  renewed  units — both  rental  units  and  owner- 
occupied  units.  Such  demand  charges  would  correspondingly  alter  both  the  level 
of  rents  which  tenants  would  pay  to  occupy  the  rental  units  and  the  cash  outlays 
and  so  mortgage  payments  which  owner-occupants  would  be  willing  to  make  to  occupy 
the  single-family,  owner-occupied  units.  Thus  the  relevant  income  streams  would 
change. 

In  theory,  at  least,  such  changes  would  be  inevitable  but  their  direction 
and  magnitude  are  very  hard  to  predict.  The  renewal  studied  here  changes  through 
public  pressure  the  quality  of  the  dwelling  units  in  the  given  Renewal  Areas. 
The  place  of  these  units  in  the  quality  distribution  of  all  existin?  dwelling 
units  in  the  community  has  been  forcibly  altered  through  renewal  and  they  are 
now  competitive  substitutes  for  those  unrenewed  units  that  were  differentiated 
from  them  by  quality  differences  prior  to  the  effectuation  of  the  renewal  pro- 
gram. If  the  existing  occupants  of  the  units  in  the  Renewal  Area  ha/e  sufficient 
alternative  housing  open  to  them  and  there  is  little  increase  in  nei*  housencld 
formation,  the  main  effect  of  renewal  may  be  to  weaken  the  market  for  the  existing 
•unrenewed  units  that  are  now  faced  by  newly-competitive  substitutes.  Such  a 
market  weakening  and  resulting  decline  in  values  would  also  affect  those  units 
in  the  Renewal  <\rea  which  were  the  least  changed  oy  renewal  while  it  would  be 
least  likely  to  affect  those  units  that  are  substantially  improved  through 
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renewal.  As  we  have  seen,  however,  such  a  decline  in  values  '.Jill  rot  diminish 
the  amount  of  private  renewal  as  lon^  as  V~  remains  at  least  equal  to  C  since, 
in  this  event,  renewal  remains  the  owner's  least-loss  course  of  action.  On  the 
other  hand,  if  the  rousing  alternatives  open  to  the  existing  occupants  are 
limited  or  there  is  a  high  degree  of  new  household  formation,  the  values  of  the 
renewed  units  may  rise  all  the  way  up  to  the  level  of  those  of  existing,  unre- 
newed ur.ics  for  which  they  are  now  close  substitutes  in  quality.  All  of  these 
theoretical  considerations  are  conditioned  by  the  fact  that,  in  actual  practice, 
it  is  well  known  that  sizable  value  differences  between  quite  similar  units  may 
persist  for  long  periods  of  time  in  the  very  imperfect  housing  market. 

In  view  of  these  complexities,  any  one  prediction  of  what  changes  might 
occur  in  the  relevant  income  streams  following  renewal  is  higily  tenuous.  The 
type  of  projected  increase  illustrated  by  the  even-numbered  tables  from  Table 
16  through  Table  U6  is,  however,  one  of  considerable  interest  and  is  as  plausible 
as  any,  if  nut  more  so,  Jn  our  initial  analysis  of  renewal  under  the  impact  of 
the  implementing  public  policies  of  the  Urban  Renewal  Program  we  employed  proper- 
ty "-al^es  based  upon  the  current  relevant  income  streams.  Jn  effect,  this  shows 
the  amount  of  private  renewal  that  will  take  place  with  no  change  in  rents  or  in 
the  maximum  amounts  which  the  current  owner-occuoants  of  the  single -family  prop- 
erties could  be  expected  to  pay  out  of  their  incomes  and  serves  to  define  the 
initial  capital  losees  faced  by  the  current  owners,  the  instances  in  whxch  such 
losses  will  occur,  and  the  effects  of  public  assistance  on  these  losses.  We 
then  indicate,  in  the  even-numbered  tables  from  Table  16  through  Taole  h6,  the 
percentage  increases  in  the  relevant  income  streams  which  are  required  to  elimi- 
nate all  capital  losses  in  the  case  of  both  property  types  in  both  situations  in 
each  of  the  four  study  areas. 
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Such  increases  represent  perhaps  the  most  likely  outcome  of  renewal  in  the 
four  areas.  The  worst  properties  are  the  ones  upon  '-rhich  the  nost  work  must  be 
done  to  meet  the  given  renewal  standards.  They  are  thus  the  ones  wh°re  the 
capital  losses  are  apt  to  be  greatest  and  the  ones  with  the  greatest  decree  of 
quality  inprovenent  as  a  result  of  renewal.  The  properties  for  which  no  capital 
losses  are  involved  are  those  for  which  the  degree  of  improvement  is  least  as  a 
result  of  renewal.  In  effect,  we  will  be  postulating  that  such  market  demand 
and  so  value  changes  as  will  occur  will  be  represented  by  increases  in  those 
rases  where  the  properties  are  most  improved  and  where,  in  the  case  of  income 
properties,  the  ox^ners  are  under  the  most  pressure  to  secure  rent  increases  and 
so  avoid  capital  losses  or,  when  V~  <  C,  to  undertake  renewal  at  all.  in  those 
instances  where  the  properties  are  less  markedly  improved,  and  where  as  a  result 
there  are  no  capital  losses,  no  increases  in  the  relevant  income  streams  will  be 
postulated.  This  is  in  line  with  the  possibility  noted  above  that  some  weakening 
in  the  market  for  units  at  the  unper  end  of  the  prerenewal  quality  scale  is  apt 
to  occur  as  all  units  are  renewed.  Such  weakenin-r  may  take  the  form,  in  theory 
at  least,  of  a  decline  in  unit  rents  following  renewal  but  such  a  result  is 
rather  difficult  to  accept  in  practice. 

In  examining  the  even-numbered  tables  from  Table  16  through  lable  U6  it  is 
well  to  keep  in  mind  the  difference  in  the  concepts  underlying  the  relevant  in- 
come streams  of  the  Wo  property  types.  In  the  case  of  income  properties,  the 
current  relevant  income  streams  are  cased  upon  current  rents  and  the  percentage 
increases  shown  in  the  tables  are  simply  increases  in  unit  rents.  Such  rent 
increases  represent,  of  course,  a  shifting  of  the  amortization  of  the  renewal 
cost  from  the  property  owner  to  the  tenant  and,  with  the  increases  shown  in  the 
tables,  a?.l  such  costs  would  be  shifted,  i.e.,  V^  would  be  at  least  equal  to  V^ 
plus  C  in  every  instance.  For  the  properties  in  the  "none"  category  in  these 
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tables,  V.^  is  already  equal  to  or  greater  than  V,  plus  C  without  any  rent  in- 
creases. 

In  the  case  of  the  owner-occupied,  s?  ng?.e-f amily  properties,  however,  the 
current  relevant  income  streams  represent  the  maximum  mortgage  interest  and 
principal  payments  which  Me   assume  that  the  owner  can  make.  Thus  they  are 
"current"  only  in  the  sense  that  they  are  based  on  tne  current  owner's  current 
income.  Unlike  the  tenants  in  the  income  properties,  he  is  not  necessarily  making 
such  payments  now.  Thus  the  increases  portrayed  in  the  even-numbered  tables  from 
Table  16  through  Table  U6,  when  referring  to  the  owner-occupied,  single-family 
properties,  indicate  the  degree  to  which  the  market  demand  as  represented  by  the 
income  and  so  maximum  mortgage  payments  of  a  potential  buyer  would  have  to  rise 
in  order  to  increase  the  present  owner's  asset  position  by  the  full  amount  of 
his  renewal  cost  expenditure  and  thus  allow  him  to  avoid  any  capital  losses. 

IV.  Summary  of  Findings 

As  noted,  the  results  of  the  analysis  in  each  of  the  four  study  areas  are 
presented  in  Table  15  through  Table  I4.6  and  it  is  hoped   that  the  preceding 
discussion  has  clarified  the  precise  meaning  of  and  reason  for  inclusion  of  the 
various  magnitudes  shown  in  these  tables.  It  may  be  useful,  however,  to  summarize 
briefly  the  highlights  of  the  analytical  results,  subject  to  the  more  precise 
figures  shown  in  the  tables.  Given  the  quantitative  sises  of  the  cost  and  value 
magnitudes  that  have  been  derived  here,  the  following  conclusions  are  indicated: 

1.  Virtually  all  of  the  properties  of  both  types,  in  both  situations,  in 
all  four  areas  will  be  privately  renewed  rather  than  withdrawn  from  the  market 
following  the  use  of  the  implementing  public  policies  as  they  are  separately 
employed  in  the  two  situations. 
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2.  Although  code  compliance  predominates  in  ihe  first  situation,  a  surpris- 
ing number  of  properties  will  be  renewed  to  neet  the  long-term  renewal  standard 
and  long-term  renewal  is  by  far  the  most  comir.on  occurrence  in  the  second  situa- 
tion. 

3.  The  capital  losses  suffered  by  the  income  property  owners  in  the  absence 
of  rent  increases  are  quite  modest  even  in  the  first  situation  and  in  the  second 
situation  the  presence  of  liberal  financing  allows  most  of  the  owners  to  raise 
enough  cash  on  the  basis  of  the  current  rental  income  of  the  property  to  renew 
their  properties  to  meet  the  long-term  renewal  standard,  retire  all  outstanding 
mortgage  debt,  and  have  an  amount  left  at  least  as  big  as  the  amount  represented 
by  their  pre^enewal  equities.  In  those  cases  where  this  is  not  true,  rent  in- 
creases of  less  than  10  percent  are  usually  sufficient  to  r?.ise  V„  by  enough  to 
oroduce  such  a  "no-loss"  result  in  the  second  situation  and,  even  in  the  first 
situation,  few  rent  increases  of  over  20  percent  are  required.  It  should  be 
remembered,  however,  that  the  "no-loss"  rent  increases  in  the  first  sitaation 
are  those  required  to  achieve  the  least-costly  renewal  standard  and  that  this 

is  only  coae  compliance  in  many  cases. 

U.  The  current  ovner-occupants  of  the  single-family  properties,  as  long  as 
they  will  make  as  a  maximum  the  mortgage  payment  amounts  which  we  have  postulated, 
'.rill  be  able  to  raise  enough  cash  to  rsnex\T  their  properties  with  very  slight 
losses  ever  in  the  first  situation.  The  losses  are  so  slight  in  most  cases  that 
it  may  be  presumed  that  they  could  be  represented  simply  by  a  loss  in  the  owner's 
equity,  i.e.,  he  could  borrow  enough  under  current  financing  terms  to  renew  his 
property  and  pay  off  an  outstanding  mortgage  debt.  In  the  second  situation,  the 
presence  of  liberal  financing  allows  the  vast  majority  of  the  owners,  with  these 
same  mortgage  payments,  to  raise  enough  cash  to  renew  their  properties,  retire 
any  current  mortgage  obligations,  and  recoup  thsir  prerenewal  equities.  Obviously, 


they  would  not  need  to  borrow  the  full  amount  that  they  could  but  rather  only 
that  amount  equal  to  the  sum  of  the  renex;al  costs  and  existin  debts.  As  in 
the  case  of  income  properties,  many  of  the  owner-occupants  of  the  single-family 
properties  would  only  comply  with  the  code  in  the  first  situation  but  in  the 
second  situation  the  long-term  renewal  standard  predominates  and  requires  for 
universal  adoption  only  scattered  and  modest  cost  absorption  undoubtedly  repre- 
sented as  a  rule  simply  by  a  slight  loss  in  the  owner's  prerenewal  equity, 

5.  All  of  the  properties  Thrill  be.  rehabilitated,  there  will  be  no  clearance 
as  a  result  of  the  implementing  public  policies.  This  result  as  x^ell  as  the 
minimum  of  hardships  x^hich  the  policies  place  on  the  owners — and  on  the  occupants 
if  other  than  the  owners — of  the  properties  in  the  four  areas  is  due,  of  course, 
primarily  to  the  good  condition  of  the  structures  and  the  resulting  low-cost 
magnitudes,  even  those  required  for  long-term  renewal.  Given  the  value  judgement 
that  the  City  of  Jan  Francisco  should  take  active  measures  to  prevent  the  de- 
terioration of  neighborhoods  and  the  spread  of  antisocial  housing  conditions, 
this  finding  has  at  least  two  important  implications.  First,  very  powerful  over- 
riding considerations  would  have  to  be  present  in  order  to  justify  a  clearance 
program  in  any  of  these  four  areas  when  the  long-term  renewal  standard  can  be  so 
much  more  cheaply  achieved  through  rehabilitation.  Second,  it  would  appear  quite 
desirable  to  launch  at  least  a  code  inforcement  program  in  the  four  areas  and  to 
investigate  the  possibility  of  making  thorough-going  public  environmental  improve- 
ments and  obtaining  certification  of  the  areas  for  Section  220  financing.  If  such 
certification  can  be  obtained  and  institutional  lenders  can  be  induced  to  originate 
what  will  be  in  most  cases  very  modest  loans,  it  would  appear  that  excellent 
housing  conditions  can  be  provided  in  each  of  the  four  areas  for  many  years  to 
come  and  that  this  can  be  done  with  a  minimum  of  hardship  on  the  current  owners 
or  displacement  of  the  current  occupants. 
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Table  16 

Distribution  of  the  Sample  Income  Properties  in  Area  E  by 
the  Percentage  Rent  Increases  Required  to  Permit 
Least-Costly  Private  Renewal  'Jithout 
Loss  in  the  First  Situation 


Required 

Income  Properties  in  Area  E 

Percentage 

Number 

Cumulative 

Rent 

of 

Percent  of 

Increase 

Properties 

Total 

None 

0 

0 

.1  -  9.9 

h 

66.6 

10.0  -  19.9 

1 

83.2 

20.0  -  29.9 

1 

100.0 

30.0  -  39.9 

UO.O  -  h9.9 

50.0  -  $9.9 

60.0  -  69.9 

70.0  -  79.9 

80.0  -  89.9 

90.0  -  99.9 

Over   99.9 



Total 
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Table  18 

Distribution  of  the  Sample  Owner-Occupied,  Single-Family  Properties 

in  Area  E  by  the  Percentage  Increases  in  the  Relevant 

Income  Stream  Required  to  Permit  Least-Costly 

Private  Renewal  Without  Loss  in 

the  First  Situation 


Required  percentage 

Increase  in  the 

Relevant  Income 

Stream 


Owner-Occupied,  Single-Family  Properties  in  Area  E 
Number              Cumulative 
of                Percent  of 
Properties^ Total 


None 


.1 

10.0 
20.0 
30.0 

Uo.o 

50.0 
60.0 
70.0 
80.0 
90.0 
Over 


9.9 

19.9 
29.9 
39.9 
U9.9 
$9.9 
69.9 
79.9 
89.9 
99.9 
99.9 


29 
37 

0 
2 


1*2.6 

97.1 

97.1 

100.0 


Total 
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Table  20 

Distribution  of  the  Sample  Income  Properties  in  Area  E  by 
the  Percentage  Rent  Increases  Required  to  Permit 
Long-Term  Renewal  '..'ithout  Loss  in 
the  Second  Situation 


Required 

Income  Properties  in  Area  E 

Percentage 

Number        Cumulative 

Rent 

of         Percent  of 

Increase 

Properties        Total 

None 


.1 
10.0 
20.0 
30.0 

Uo.o 

50.0 
60.0 
70.0 
80.0 
90.0 
Over 


9.9 
19.9 
29.9 
39.9 
1-9.9 
$9.9 
69.9 
79.9 
&9.9 
99.9 
99.9 


33.3 

100.0 


Total 
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Table  22 

Distribution  of  the  Sample  Owner-Occupied,  Single-Family  Properties 
in  Area  E  by  the  Percentage  Increase  in  the  Relevant 
Income  Stream  Required  to  Permit  Long-Term 
Renewal  'Without  Loss  in  the 
Second  Situation 


Required  Percentage 

Owner-Occupied,  Single 

-Family  Properties  in  Area  E 

Increase  in  the 

Number 

Cumulative 

Relevant  Income 

of 

Percent  of 

Stream 

Properties 

Total 

None 

56 

82  .U 

.1  -  9.9 

2 

85.3 

10.0  -  19.9 

2 

88.3 

20.0  -  29.9 

3 

92.6 

30.0  -  39.9 

2 

95.6 

UO.O  -  K9.9 

0 

95.6 

50.0  -  59.9 

2 

98.5 

60.0  -  69.9 

0 

98.5 

70.0  -  79.9 

0 

98.5 

80.0  -  89.9 

0 

98.5 

90.0  -  99.9 

0 

98.5 

Over   99.9 

1 

100.0 

Total 
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Table  2l 

Distribution  of  the  Sample  Income  Properties  in  Area  H  by 
the  Percentage  Rent  Increases  Required  to  Permit 
Least-Costly  Private  Renewal  Without 
Loss  in  the  First  Situation 


Required 

Pe re encage 

Rent 

Increase 


None 


.1 

10,0 
20.0 

30.0 
Uo.o 
5o.o 

60.0 
70.0 
8o.o 
90.0 
Over 


9.9 
19.9 
29.9 
39.9 
U9.9 
59.9 
69.9 
79.9 
89.9 
99.9 
99.9 


Income"~P~roperties  in  Area  H 

Number        "Cumulative 

of         Percent  of 

Properties        Total 


8 

19.5 

22 

73.2 

5 

85.U 

b 

95.1 

0 

95.1 

0 

95.1 

0 

95.1 

1 

97.6 

1 

100.0 

Total 
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Table  26 

Distribution  of  the  Sample  Owner-Occupied,  Single-Family  Properties 

in  Area  H  by  the  Percentage  Increases  in  the  Relevant 

Income  Stream  Required  to  Permit  Least-Costly 

Private  Renewal  Without  Loss  in 

the  First  Situation 


Required  Percentage 

Increase  in  the 

Relevant  Income 

Stream 


Owner-Occupied,  Single -Family  Properties  in  ^rea  H 
Number              Cumulative 
of                Percent  of 
Properties Total 


Hone 

.1  - 

9.9 

10.0  - 

19.9 

20.0  - 

29.9 

30.0  - 

39.9 

Uo.o  - 

U9.9 

50.0  - 

59.9 

bC.O  - 

69.9 

70. 0  - 

79.9 

80.0  - 

69.9 

90.0  - 

99.9 

Over 

99.9 

22 

17 
0 
1 
0 
0 
0 
0 
0 
0 

1 


53.7 
95.1 
95.1 
97.6 
97.6 
97.6 
97.6 
97.6 
97.6 
97.6 
100.0 


Total 
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Table  28 

Distribution  of  the  Sample  Income  Properties  in  Area  H  by 
the  Percentage  Rent  Increases  Required  to  Permit 
Long-Term  Renewal  Without  Loss  in 
the  Second  Situation 

Required                 Income  Properties  in  Area  H 
Percentage                 Number        Cumulative 
Rent                     of         Percent  of 
Increase Properties Total 

None 
.1  -  9.9 
10.0  -  19.9 
20.0  -  29.9 
30.0  -  39.9 
1*0.0  -  U9.9 
50.0  -  59.9 
60.0  -  69.9 
70.0  -  79.9 
80.0  -  89.9 
90.0  -  99.9 
Over   99.9 

Total  111 
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82.9 
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85.U 
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Table  30 

Distribution  of  the  Sample  Owner-Occvpied,  Single-Family  Properties 
in  Area  H  by  the  Percentage  increase  in  the  Relevant 
Income  Stream  Required  to  Permit  Long-Term 
Renewal  '  ithout  Loss  in  the 
Second  Situation 


Owner-Occupied.  Single-Family  Properties  in  Area  H 
Number              Cumulative 
of                Percent  of 
Properties Total 


Required  Percentage 

Increase  in  the 

Relevant  Income 

S  bream 


None 


.1 

10.0 
20.0 
30.0 

aO.O 
5o.o 

60.0 
70.0 
30.0 
90.0 
Over 


9.9 

19.9 
29.9 
19.9 
\\9.9 
59.9 
69.9 
19.9 
89.9 
99.9 
99.9 


39 
1 
0 
0 
0 
0 
1 


95.1 
97.6 
97.6 
97.6 
97.6 
97.6 
100.0 


Total 
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Table  32 

Distribution  of  the  Sample  Income  Properties  in  Area  J  by 
the  Percentage  Rent  Increases  Required  to  Permit 
Least-Costly  Private  Renewal  without 
Loss  in  the  First  Situation 


62 


Required 

Income  Properties 

s  in  Area  J 

Percentage 

Number 

Cumulative 

Rent 

of 

Percent  of 

Increase 

Properties 

Total 

None 

lU 

20.0 

.1  -  9.9 

36 

71.U 

10.0  -  19.9 

7 

81.  h 

20.0  -  29.9 

h 

87.1 

30.0  -  39.9 

1 

88.6 

UO.O  -  »;9.9 

1 

90.0 

50.0  -  59.9 

1 

91.  h 

60.0  -  69.9 

0 

91.  h 

70.0  -  79.9 

1 

92.9 

30.0  -  89.9 

0 

92.9 

90.0  -  99.9 

0 

92.9 

Over   99 . 9 

_i_ 

100.0 

Total 

70 
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Table  3h 

Distribution  of  the  Sample  Owner-Occupied,  Single-Far.ily  Properties 

in  Area  J  by  the  Percentage  Increases  in  the  Relevant 

Income  Stream  Required  to  Permit  Least-Costly 

Private  Renewal  Without  Loss  in 

the  First  Situation 


Required  Percentage 

increase  in  the 

Relevant  Income 

Stream 


Owner-Occupied,  Single-Family  .Properties  in  Area  J 
Number              Cumulative 
of                Percent  of 
Properties   Total  


None 

.1  - 

9.9 

10.0  - 

19.9 

20.0  - 

29.9 

30.0  - 

39.9 

uo.o  - 

U9.9 

$0.0  - 

$9.9 

60.0  - 

69.9 

70.0  - 

79.9 

30.0  - 

89.9 

90.0  - 

99.9 

Over 

99.9 

U5.o 

90.0 

93.0 

100.0 


Total 


20 
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Table  36 

Distribution  of  the  Sample  Income  Properties  in  Area  J  by 
the  Percentage  Kent  Increases  Required  to  Permit 
Long-Term  Renewal  itnout  Loss  in 
the  Second  Situation 
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Required 

Percentage 

Rent 

Increase 


Income  Properties  in  Area  J 
Number        Cumulative 
of         Percent  of 
Properties        Total 


None 

.1  -  9.9 
10.0  -  19.9 
20.0  -  29.9 
30.0  -  ^9.9 
UO.O  -  h9.9 
50.0  -  59.9 
60.0  -  69.9 


70.0 
30.0 
90.0 
Over 


79.9 
89.9 
99.9 
99.9 


52 
9 
1 
2 
0 
1 
0 
0 
2 
0 

1 

2 


7lw3 

87.1 
88.6 
91.  U 
91. k 
92.9 
92.9 
92.9 
95.7 
95.7 
97.1 
100.0 


Total 


70 


67 


P  T3    nj 

<3       m  p 

(0(DS 

a)    <r) 

O      >H      CD 

H    m    ChO 
cr)    O    O 

o  -h  g 
3   Q) 

P    «H     H 

iH    JuE! 

O          Oh    C 
Eh                 -H 

d)    0) 

g  «  e 

o        G 

•H    G    <D 

M              G 

G   cd  x:  •!-!  . 

-p    O  Eh 

•H   .H     1 

•rl    T3     O             >• 

■O+i    till 

B   9  dhh 

•H  P  &q  -P   O 

-U    Q,  G 

<$  h  o 

s  -h        :  h    .  - 

O  i-1 

E   G        cu  Q) 

co 

O    W)  H    P<-P 

^i 

p    eg  o  o   cr) 

CD  S3  <h   Ch  o 

«< 

Q               Ph 

CO 


g 


HBO 

rH  -H    W) 

CT)  -p    0) 

^  -P 

CD    ct) 

o 


O 

o 


CD  X! 

T)  O 

3  CT) 

•P  W 

H 
G 

tiO  M 

49  £ 


•P  o 

in  01 

0)  0) 
D<P 

O  CT) 

Ph  O 

PL, 


cO 

CD    O 

m 

O  En 

M 

5fr 

o 

co   ao 

CD  sh 
Oh     O 

<1)    <d 

CO 

•r!   -P 

«H    CD 

-P      CI) 

O    H 

M  o 

-P 

<D 

>-.     ^ 

& 

CD    CD 

O 

X>    P, 

3  *■« 

'-? 


o 


to 

CD 


O 

I 
iV 

V 


O 
I 

CV 

•    cv, 

> 


-  <V 

-  cv 

> 

I 

H 

> 


CO 

^-^ 

^-^ 

1 

OJ 

O    h<H 

-      cv 

T3 

-    <V 

■H    O    O    G 

»■ 

^ 

xj 

-   cv 

s 

> 

TJ 

•P  ch        .h 

S   CO                           >i 

+ 

o 

+ 

1 

>, 

*A 

s 

-P  -H    S,  C    !>>  in 

H 

H 

"a* 

•■ 

^ — v 

•- 

*H    Jh    H    O  -P    O 

> 

> 

CD    CD     (li-H    (h    M 

o 

o 

o 

o 

A-P    CO    CO    <D    CD 
O    O    CO    3    PhP 

O 

o 

o 

V 

A 

A 

1 

A 

1 

V 

V 

in    cti    0)  H    O    ti) 

1 

CV? 

-     tv 

a,   h  o  o  f-<  o 

<V 

CV 

cv 

-    CV 

cv 

-    (V 

cv 

cv 

CT)     (D     G   CL, 

-   cv     • 

-   cv 

-    cv 

> 

-  cv 

> 

-    C2 

-   cv 

X!  3  M 
O 

>         o 

> 

> 

v_* 

> 

w 

t> 

> 

1 

r-l 

H      CT)     C,     CO 

o  -P   S  -P 

H 

CT) 

% 

CD 

CD 

& 

CD 

§ 

Q) 

-H 

oo  en        H  H 

CD          Tf    3     CI) 

O    CO 

CD     CO 

O 

cfl 

i  8 

G   w 

% 

G 

CD 

p 

-p    O    CD    CO    £ 

CD    O 

A 

ui 

o 

CT)  p     >     CD    CD 

•H  ►-} 

C4  ^ 

•H    CO 

n 

Eh 

O         cd  P4    G 

H 

r-\     CO 

^5 

CO 

CD 

QC  .H           CD 

a-p 

§3 

e 

o 

•P 

ewal 
rdin 
Ach 
rket 
of  R 

e  3 

R 

h3 

CT) 

O    O 

CD    O 

o 

CD 

> 

°3 

^ 

o  x: 
p 

Eh 

1 

43 

p 

H 
M 

G  o  "p  s3 

cd  o  m  a 

CD   -H 

M-H 

CD  -H 

bf) 

•H 

PL. 

T3   ^ 

G  tS 

T3   "5 

G  3 

P5      O      CTj 

O 

O 

o 

o 

o 

< 

O 

i-l 

o 

kh" 

s 

68 


Table  38 

Distribution  of  the  Sample  Owner-Occupied,  Sir.jle-Family  Properties 
in  Area  J  by  the  Percentage  Increase  in  the  Relevant 
Income  Stream  Required  to  Permit  Long-Term 
Renewal  V/ithout  Loss  in  the 
Second  Situation 


Required  Percentage 
Increase  in  the 
Relevant  Income 

Stream 


Owner-Occupied ?  Single-Family  Irroperties  in  Area  J 
Number              Cumulative 
of                Percent  of 
Properties  Total    


None 

.1  - 

9.9 

10.0  - 

19.9 

20.0  - 

29.9 

30.0  - 

39.9 

ko.o  - 

U9.9 

5o.o  - 

59.9 

60.0  - 

69.9 

70.0  - 

79.9 

80.0  - 

89.9 

90.0  - 

99.9 

Over 

99.9 

18 

1 
0 

1 


90.0 

93'.  0 

95.0 

100.0 


Total 


20 
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Table  UO 

Distribution  of  the  Sample  Income  Properties  an  />rea  M  by 
the  Percentage  Kent  Increases  Required  to  Permit 
Least-Costly  Private  Renewal  without 
Loss  in  the  First  Situation 
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Required 

Percentage 

Rent 

Increase 


Income  Properties  in  Area  M 
Number        Cumulative 
of         Percent  of 
Properties        Total 


None 
.1  -  9.9 
10.0  -  19.9 
20.0  -  29.9 
30.0  -  39.9 
UO.O  -  1*9.9 
50.0  -  $9.9 


60.0 
70.0 
80.0 
90.0 
Over 


69.9 
79.9 
89.9 
99.9 
99.9 


a 

12.5 

iu 

56.3 

8 

81.3 

2 

87.5 

0 

87.5 

1 

90.6 

1 

93.8 

0 

93.8 

0 

93.8 

0 

93.8 

1 

96.9 

1 

100.0 

Total 


32 
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Table  U2 

Distribution  of  the  Sample  Owner-Occupied,  Single-Family  Properties 

in  Area  M  by  the  Percentage  Increases  in  the  Relevant 

Income  Stream  Required  to  Permit  Least-Costly 

Private  Renewal  Without  Loss  in 

the  First  Situation 


Owner-Occupied,  Single-Family  Properties  in  Area  M 
Number  Cumulative 

of  Percent  of 

Properties  Total 


Required  Percentage 

increase  in  the 

Relevant  Income 

Stream 


None 

.1  - 

9.9 

10.0  - 

19.9 

20.0  - 

29.9 

30.0  - 

39.9 

UO.O  - 

U9.9 

So.o  - 

59.9 

60.0  - 

69.9 

70.0  - 

79.9 

30.0  - 

89.9 

90.0  - 

99.9 

Over 

99.9 

32 
18 
2 
1 
0 
0 
0 
0 
0 
0 
0 

1 


59.3 
92.6 
96.3 
98.1 
98.1 
98.1 
98.1 
98.1 
96.1 
98.1 
98.1 
100.0 


Total 
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Table  kh 

Distribution  of  the  Sample  Income  Properties  in  Area  II  by 
the  Percentage  Rent  Increases  Required  to  Permit 
Long-Term  Renewal  Without  Loss  in 
the  Second  Situation 
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Required 

Income  Propel 

•ties  in  Area  M 

Percentage 

Number 

Cumulative 

Rent 

of 

Percent  of 

Increase 

Properties 

Total 

None 

18 

56.3 

.1  -  9.9 

5 

71.9 

10.0  -  19.9 

3 

81.3 

20.0  -  29.9 

0 

81.3 

30.0  -  39.9 

1 

8U.a 

UO.O  -  k9.9 

0 

8]t.U 

50.0  -  59.9 

2 

90.6 

60.0  -  69.9 

1 

93.8 

70.0  -  79.9 

0 

93.8 

30.0  -  89.9 

0 

93.3 

90.0  -  99.Q 

0 

93.8 

Over  99.9 

__2_ 

100.0 

Total 

32 
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Table  U6 

Distribution  of  the  Sample  Owner-Occupied,  Single-Family  Properties 
in  'Vrea  M  by  the  Percentage  Increase  in  the  Relevant 
Income  Stream  Required  to  Permit  Long-Term 
Renewal  Without  Loss  in  the 
Second  Situation 


Owner-Occupied ,  Single-Family  Properties  in  Area  M 
Number              Cumulative 
of                Percent  of 
Properties  Total 


Required  Pi 

srcentage 

Increase 

in  the 

Relevant 

Income 

Stream 

Mcne 

.1  - 

9,9 

10.0  - 

19.9 

20.0  - 

29.9 

30.0  - 

39.9 

Uo.o  - 

1*9.9 

$0.0  - 

59.9 

60.0  - 

69.9 

70.0  - 

79.9 

30.0  - 

89.9 

90.0  - 

99.9 

Over 

99.9 

hi 

0 
0 

1 

2 
2 

0 
0 
0 

1 

0 

1 


87.0 
87.0 
87.0 
38.9 
9?.6 
9&.} 
96.3 
96.3 
96.3 
98.1 
98.1 
100.0 


Total 
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